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NATIONAL ECONOMIC POLICY 


PRC ECONOMIC JOURNAL EXPOUNDS ON INTELLECTUAL PRODUCTION 
Beijing JINGJI YANJIU in Chinese No 6, 20 Jun 79 pp 25-32 HK 


[Article by Sun Changning [1940 2273 3020], Sha Jicai [3912 4060 4020) and 
Zeng Wuyi [8060 1010 1000]: "Tentative Remarks on Socialist Intellectual 
Production" } 


[Text] Based on the spirit of “emancipation of thinking and bold explora- 
tion" and according to the basic principle of Marxism, we wish to discuss 

our views of the following problems: the formation and development of in- 
tellectual production, its special features, and its dialectical relation- 
ship with material production. It is our hope that this will attract the 
public's attention and lead to further discussions. It is our conviction 
that the problem of intellectual production can be elucidated through dis- 
cussion. This has important significance for the realization of our country's 
four modernizations. 


I 


Intellectual production is one of the important activities of man. It is 
because human labor is distinct from the activities of other animals. Human 
labor is conscious and purposeful activity. It is a unity of physical and 
mental labor. Human labor is performed upon the foundation of certain sci- 
entific and technological conditions and is dominated by certain thoughts 
and consciousness. Marx pointed out: "A spider conducts operations that 
resemble those of a weaver, and a bee puts to shame many an architect in the 
construction of her cells. But what distinguishes the worst architect from 
the best of bee is that the architect builds his structure in his imagination 
before he erects it in reality. At the end of every labor process, we get 

a result that already existed in the imagination of the laborer at its 
commencement.” (Marx: "Capital" vol 1 p 202). Although Marx is not direct- 
ly discussing intellectual production here, he has actually described the 
process of intellectual production by illustrating the special features of 
human labor. This has in turn pointed to the existence of the labor of 
intellectual production. If an architect wants to build a house, he will 
first collect an impression of the objective external world in his head. 











Ther he will process and remold such an impression until a “conception” ap- 
pears in his mind so that he can put down the architectual design of the 
house on the drafting paper. This is an intellectual product. In actual 
fact, not only the architects, but also scientists, designers, writers and 
artists are all laborers of intellectual production. They engage primarily 
in mental labor and their brains are their “workshops.” Expressing the ex- 
ternal world through thinking, scientific conception and artistic symbols, 
they create various kinds of useful intellectual products. These satisfy the 
demands of social development, human production and human life. Therefore, 
all scientific research (including natural sciences and social sciences) and 
activities of cultural and artistic creations are intellectual products. The 
departments and spheres of these activities all belong to the realm of in- 
tellectual production. 


The formation and development of intellectural production is premised on ma- 
teria] production. The nature of intellectual production depends on the de- 
finite form of material production. Marx once pointed out: “The definite 
form of material production produces first, a definite social structure and 
second a definite relation between man and nature. These two determine the 
state system and intellectual form of man. Therefore, the nature of man's 
intellectual production is also determined by these two.” "To «tudy the 
connection between intellectual production and material production, the ma- 
terial production itself should not be examined as a general category. Rather 
it should be examined as a definite historical form. For instance, intellec- 
tual production in conformity to the capitalist mode of production is dif- 
ferent from intellectual production in conformity to the medieval mode of 
production. If the material production itself is not looked at from its spe- 
cific historical form, then it is impossible to understand the special fea- 
tures of the intellectual production in conformity to it and the interaction 
between these two kinds of production." ("Collected Works of Marx and Engels,” 
"Theories of surplus value," vol 26 p 296) In conformity to Marx's teaching 
here, we proceed to make a brief historical examination of the formation and 
development of intellectual production from its respective form of material 
production. 





Ir the history of human society, the formation and development of intellectual 
production follow the advances of the social productive forces. It has a dif- 
ferent nature and characteristics in different societies. 


During the long years of the primitive communist society, due to the extremely 
Low level of development of the productive forces, there was no or very 

‘ew surplus products. Primitive men relied on an immense amount of physical 
.abor to satisfy their basic needs, such as food, drink, rest, shelter from 
dind, rain, hot and cold weather, bearing and raising children. Their life 
was one of extreme poverty. There were no special intellectual producers in 
primitive society. The frescoes in the caves of primitive men and the few 
simple ornaments they wore were mostly accidental creations of these material 
producers in their limited leisure. In the very beginning, intellectual 
production and material production were one single unity. "The production 
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of thoughts, concepts and consciousness were originally directly interspersed 
with human material activities, human gaterial interaction and the language 
of real life. ("Collected Works of Marx and Engels," "The German Ideology,” 
vol 3, p 29) 


Following the continued development of the productive forces, the tools and 
techniques of production underwent continuous improvements. Slowly, a con- 
stant amount of surpluses emerged. The accumulation and increase of surplus 
products laid the foundation for the social division of labor, the separation 
of handicraft industry and agriculture and the differentiation between towns 
and villages. It also laid the foundation for the social stratification of 
classes. Eventually there emerged an exploiting class for the uncompensated 
possession of surplus products. There was also a group of intellectual pro- 
ducers who specialized in mental labor and depended on sharing the surplus 
products of the exploiting class. Alongside the great majority of physical 
laborers fully committed to material production, this group of intellectual 
laborers eventually “became a class freed from direct productive labor, which 
attended to the general affairs of society such as: the direction of labor, 
State business, law, science, art and so on.” ("Selected Works of Marx and 
Engels,” “Anti-Duhring,” vol 3 p 321) In this way, intellectual production 
developed to the point of being in opposition to material production. By the 
time of capitalistic production based on mechanized large-scale industries, 
there was “the separation of the intellectual powers of production from the 
manual labor in the process of production, and the conversion of those powers 
into the might of capital over labor.” (Marx, “Capital” vol 1, p 464) In- 
tellectual production has become the means for the growth of capital and for 
exploitation of workers. In a capitalist society, intellectual production 
yields to the needs of a minority ruling class. The power in control of cul- 
ture, science and education are all in the hands of the capitalist class. 

The productive function of intellectual production is possessed by the 
capitalist class. The intellectual products created through intellectual 
production are enjoyed by the few exploiters while the proletariat and the 
laboring people are deprived of their means of production andthe right to 
engage in intellectual production. The cultural and spiritual life of the 
laborers is kept at the lowest level. In the final analysis, this kind of 
situation is determined by the system of private ownership of the means of 
production. As pointed out by Marx and Engels: “The genuine spiritual wealth 
of the individual is determined by the wealth of his actual relations.” “The 
class which dominates the material means of production is also the class 
which dominated the intellectual means of production. Therefore, the thoughts 
of those who are deprived of their intellectual means of production are gen- 
erally dominated by the ruling class." ("Collected Works of Marx and Engels,” 
"The German Ideology,” vol 3, pp 42 & 52) 


At the same time, in a capitalist society there also exists another kind of 
contradiction between material production and intellectual production on the 
one hand, material production demands that intellectual production adjust to 
its development, reflect its demands and satisfy its needs for development. 
On the other hand, the capitalist system of private ownership restrained 











the thorough development of scientific theories and their widespread appli- 
cations. It even caused capitalist production to be “at odds with certain 
areas of intellectual production such as art and poetry." ("Collected Works 
of Marx and Engels,” “Theories of Surplus Value," vol 26, p 296) Therefore, 
in a capitalist society, intellectual production and material production, 
mental labor and manual labor, are always in opposition to each other. To 

a certain extent, this kind of opposition reflects the antagonistic nature 

of class contradiction. However, this does not mean that the intellectual 
producers can be completely identified with the exploiting class. The reason 
is that, on the one hand an intellectual producer is different from the ex- 
ploiting class which reaps where it has not sown because an intellectual pro- 
ducer possesses a definite productive function. On the other hand, although 
an intellectual producer depends on, serves and supports the exploiting class, 
many of them (including scientists, professors, writers, cultural workers and 
so on) are also exploited and oppressed. Therefore, between them and the 
exploiters, there are certain contradictions and opposition. 


A socialist society is different from all the previous class societies founded 
on the capitalist system of private ownership. The establishment of the so- 
cialist system of public ownership of the means of production not only col- 
lectivized all the material wealth but also all the spiritual wealth which 
includes all the wonders of scientific technology and all the cultural and 
artistic achievements. Thus the outlook of intellectual production has been 
thoroughly transformed. The laborers of intellectual production are no long- 
er employed by capital. Furthermore, the fruits of intellectual production 
are no longer the special means by which the capitalists exploit, oppress 
and rule over the laboring people. They became useful means for the all- 
round development of the moral, intellectual and physical aspects of the 
proletariat and the broad masses of people. They have become an important 
condition for social development. Therefore, the aspect of intellectual 
production yielding to the explOiting class and the aspect of its complete 
opposition to material production have all vanished. Of course, the differ- 
ences between the two kinds of production still exist. However, upon the 
“oundation of unity of their ultimate interest, the intellectual producer 
and the material producer will strive for the same goal of serving and ad- 
vancing each other. In a socialist society, both material productive labor 
and intellectual productive labor serve the goals of developing socialist 
production and improving the lives of the people. Both kinds of labor are 
extremely useful to and needed by society. The intellectual producers have 
become the “mental laboring proletariat" (Engels: "To the student repre- 
sentatives of the international socialist university," "Collected Works of 
Marx and Engels," vol 22 p 487) as expected by Marx and Engels. As a part 
of the working class they have bound themselves with the laborers of material 
production into a production collective. They partake in the division of 
labor and coordinated operation of the socialist mode of production thus 
guaranteeing the continuous increase of socialist material and spiritual 
wealth. To a large «tent this will satisfy the daily increasirs material 
and spiritual needs of society. 








Since the socialist mode of production has bestowed a new significance to the 
labor of intellectual production, we must guide everybody to look at socialist 
intellectual productivun from a new perspective. At the same time, we must also 
carry out a more in-depth analysis and investigation on the contents and 
characteristics of socialist intellectual production. The importance of 
intellectual production to socialist production should be elucidated so as 

to open up the path for the adequate and free development of socialist in- 
tellectual production. Only thus can it fully exert its positive and crea- 
tive functions. 


Ii 


Since both intellectual production and material production belong to the cate- 
goyr of production, they have their common points and common laws. Comrade 
Zhou Enlai once pointed out: “Certain laws of material production equally 
apply to intellectual production.” (RENMIN RIBAO 4 February 1972, p 2) The 
common points between intellectual production and material production are that 
both of them use human labor, in other words physical labor, in the process 

of production--both of them have to use and refill means of production and 
consumption material and both their products have utility and value and are 
component parts of social wealth. However, as compared to material produc- 
tion, intellectual production has its own characteristics. 


The first characteristic cf intellectual production is manifested in its forms. 
The forms of intellectual production are different from that of material pro- 
duction. Material products exists in definite material form and possess 
definite substance. As for intellectual products (results) a majority of 
them do not have any concrete and substantial form as do material products. 
Although knowledge, experiences, viewpoints, principles and so on might be 
captured in some kind of material forms such as books, documents, data, de- 
signs, charts, plans, pictures, music scores and films or might even be mani- 
fested in the outward form of material products such as the art of architec- 
ture manifested in the outward appearance of the building or artistic work 
manifested in the outward appearance of consumer products; the intellectual 
product is not the material thing itself. Of course, these materialized 
forms are very important. They preserve very valuable spiritual wealth for 
us which we can hand down from generation to generation. We must treasure 
it, protect it and preserve it well for our long term enjoyment. 


The second characteristic of intellettual production is manifested in the 
nature of the labor of intellectual production. Intellectual products are 
mental products and the labor of intellectual production is mainly a kind of 
mental labor. It must be admitted that both intellectual production and 
material production are an integration of manual and mental labor. There 

is no such thing as a pure manual or mental laborer. In the course of labor 
in intellectual production such as the writer ploughing over his desk or 

the scientif‘c workers laboring with their experiments, all of these require 
high concentration of energy and strenous physical labor. In fact, every 
accomplishment in the realm of intellectual production is the crystalliza- 
tion of complicated mental labor and arduous physical labor. It may take 











years of persistent, indomitable and assiduous efforts to accomplish this. 
Nevertacless, under the present level of the productive forces, material 
procuction is based primarily on manual labor while intellectual production 
is based primarily on mental labor. This is one of the differences between 
intellectual and material production. This gap between intellectual and ma- 
terial production will gradually diminish only when the productive forces 
are highly developed. Only then can more and more departments attain the 
automation of their production process and a tremendous uplifting of the 
production rate of labor so that manual labor in the realm of material pro- 
duction will diminish as mental labor increases. This kind of differences 
between intellectual and material productions will then become increasingly 
close together. 


The tiiird characteristic of intellectual production is manifested in the pro- 
cems of production and reproduction. Any kind of production process is under- 
texem andes definite conditions and in definite forms of movement. With re- 
be to material production, its processes of production and reproduction 
can .¢ performed under the same conditions and in the same production process. 
Tha! is te say, it can continuously and repeatedly produce the same kind of 
products in the process. The conditions for production are identical to the 
conditions of reproduction. Intellectual procuction is different. Ceneral- 
ly speaking, the conditions and forms of movement by which it undertakes the 
process of direct production is different from that of the reproduction pro- 
cess. Take the research of a scientific principle for example. The sci- 
entific workers use the necessary instruments and facilities (such as pens, 
paper, typewriters, calculators, laboratories, research rooms, libraries and 
so on) and rely on methods of thinking and scientific concepts to experiment, 
calculate and theorize to find out the scientific laws and principles. From 
this they proceed to express their findings in definite material forms. This 
is the production process of intellectual production. School teachers use 
similar material conditions to carry out the study, research and development 
of scientific knowledge. They also engage in the processing and reorganiza- 
tion of materials to organize their own lecture notes. (These lecture notes 
provide a condition for the enlarged reproduction of existing scientific 
knowledge. It is also a new inteliectual product by itself). As a step fur- 
ther, the teacher uses these lecture notes, together with the classroom or 
various electrical teaching aids and passes on scientific knowledge to the 
students through his teaching methods. This is the process of reproduction 
in intellectual production. Unlike the reproduction of material production, 
this kind of reproduction does not produce the same kind of product again. 
Rather, it passes the original intellectual product (knowledge) on to more 
seople. This kind of reproduction results in the creation of a new genera- 
tion with a certain level of scientific culture. From this it can be seen 
that the reproduction process of passing on and popularizing the knowledge 

of scientific culture is distinctly different from its original production 
process in terms of the conditions and forms of movement in the process. The 
time consumed and the degree of difficulty are also different. Marx pointed 
out: “The laboring time needed for the reproduction of science cannot be 
compared to the laboring time needed for the original production of science. 








For instance, 2 student can learn the binomial principle in am hour.” ("Col- 
lected Works of Marx and Engels,” “Theories of Surplus Va" -~ vol 26, p 377) 
This is determined by the characteristics of intellectual production. 


Furthermore, even though intellectual products possess the same use value as 
material products; intellectual products have their specific characteristics. 
First, all useable products are for men's use. Material products will conm- 
monly wear away through use. Even curable goods will become us=less due to 
deterioration from within as a result of prolonged use. However, many in- 
tellectual products will not wear away throughuse. On the contrary, they 
will be continuously preserved, expanded, uplifted and deepened. The use of 
intellectual products is the source of its enlarged reproduction. Of course, 
some intellectual products also wear off. This is manifested in the deter- 
ioration of artistic works and the dying out of the knowledge of handicraft 
skills which are obsolete. Second, due to the nature of intellectual pro- 
duction, the effects of some intellectual products are not immediately ap- 
parent in their production. It may take years before people begin to appre- 
ciate their effects. The effects of some intellectual products are very short 
lived and transient while others are persistent and prolonged. Third, both 
material products a™” intellectual products involve tie problem of quality 
examination and the .‘termination of their use!fi'ness. The quality of ma- 
terial products can be strictly examined by fixing a definite standard. 

Thus, the level of their quality and the rage ©! ‘heir uses can be deter- 
mined. As for intellectual products, their quality can only be examined 
through social practices. In this way, their scientific value and artistic 
level, the exten: of their effectiveness and the scope of their application 
can be determined. Furthermore, the ownership, the right of use and the trans- 
fer of power are clear-cut. Whereas for intellectual products, they are 
generally not so definite. A new invention or a new scientific hypothesis 
soon become the common property of mankind and acquire extensive application 
through propagation. Therefore, it commonly possesses a certain degree of 
public ownership. These special characteristics of intellectuai products 

am terms of use value are really worth our attention and further investiga- 
tion. 


Then, have intellectual products any value? If so, what are their character- 
istics? It is our opinion that both intellectual products and material pro- 
ducts are the crystallization of abstract human labor. Therefore, both have 
value. With regard to the value of intellectual products, Marx pointed out: 
“As far as immediate material production is concerned, the decision whether 
an object is to be produced or not, that is, the decision on the value of the 
object, will depend essentially on the labor time required for its produc- 
tion.” “And even as far as intellectual production is concerned, must I 

not, if I proceed reasonably in other respects, consider che time necessary 
for the production of an intellectual work when I determine its scope, 
character and plan"? ("Collected Works of Marx and Engels,” "The Holy Family,” 
vol 2 p 62). Firstly, the value category of intellectual products is used 

ito determine whether certain intellectua. products should be produced. That 
is to say, after the product is produced, can its usefulness compensate for 








«xpcnses involved in its production. Secondly, the value category is used to 
solve the problem of exchange. That is, the problem of exchange between 
intellectual products and exchange between intellectual products and mater- 
ial products. 


However, when compared with material products, intellectual products are 
nevertheless a kind of special products. It has its specific uses and forms 
of existence. When compared with material products, its value is more diffi- 
cult to determine and measure. It is because first, processes of production 
and reproduction of intellectual production have special characteristics. Se- 
cond, the labor of intellectuai production is more complex and it has a great- 
er propensity to carry on the labor of the predecessors or that of others. 
Third, the usefulness of intellectual products is not just manifested 

through its direct use. In most cases, it also manifests itself through 
material production or the effects of servicing activities. Although the 

cost and income of an invention or a monopoly on an item of scientific tech- 
nology can be counted, its value is not yet fully manifested. As Marx pointed 
out: "The evaluation of a product of mental labor such as science, is always 
far behind its value." ("Collected Works of Marx and Engels," "Theories of 
Surplus Value," vol 26 p 377) Without a doubt the value of intellectual pro- 
ducts is a very complicated and important theoretcial problem. There are a 
whole series of problems of practical significance which need further in- 
vestigations such as: What is the difference between the value of intellec- 
tual product and the value of material product in terms of the stipulation of 
quality and quantity; How to formulate (or compensate) and realize its value; 
Can the departments of intellectual production practice economic accounting; 

If so, how should it be done; How to measure the cost of production and ex- 
penses of intellectual production; How to evaluate the investment effects 

and economic effects of the intellectual production departments; How can 
intellectual production employ the least material conditions and laboring time 
but turn out the maximum direct and indirect results; How to popularize the 
results of intellectual production in the shortest time possible; and How to 
use the most advanced technological achievements (for instance, electronic 
calculators) to replace part of the human mental labor to increase the effi- 
ciency of the labor of the intell*ctual producer. 


Finally, from the perspective of the form of labor organization, the labor 

of intellectual production also has its own characteristics when compared 
with the labor of material product:ion. Under the condition of modern large- 
scale production, both material and intellectual productions rely on the 
extensive coordination of the laborers. Every product of material and in- 
tellectual production is the result of large-scale coordination. Due to the 
ever developing advances of modern science, scientific research is heading 
toward multidisciplinary and in-depth development. As the various disciplines 
are permeating each other, scientific research has a very strong synthetic 

and integrated nature. Certain results of intellectual production often 
represent the fruits of the efforts of tens or even hundreds of people. This 
is especially so with items covering a wide range such as investigation of 

the universe, laser research; research in high energy physics, ecology, epi- 
demiology, forecasting earthquakes, research on climatology and so on. Col- 
lective efforts can reach the level unattainable by a few specialist scholars. 














Therefore, the trend for the development of intellectual production is toward 
a gradual transition from individual research to organized collective re- 
search. However, since intellectual production is an activity which relies 
on personal creative labor, in the long run, it can still be carried out by 
the individual. It is proven by practice that many of the important new sci- 
entific inventions, new technological innovations and the establishment of 
important economic theories cannot be separated from the efforts of the ex- 
tremely intelligent and positively creative individuals. Therefore, it is 
extremely pernicious to neglect or despise the effects of individual efforts. 
We should establish our collective research upon the foundation of arduous 
individual endeavors so that the two can be integrated organically and fully 
exert the functions of the two kinds of organizations for scientific research. 


Investigation of the above characteristics of intellectual production will 
facilitate the improvement of the leadership of the intellectual production 
departments and improve their skills of leadership. Consequently, it leads 
to better appreciation and preservation of social spiritual wealth, increases 
the respect for the arduous labor of the intellectual laborers and secures 
for them the necessary working hours and living conditions. This will pro- 
vide more positive support and guarantees for the dissemination and applica- 
tion of the results of intellectual production. 
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In the process of socialist reproduction, intellectual production and mater- 
ial production are closely related. They interact with each other, promote 
each other and transform each other. Intellectual production and material 
production are increasingly intertwined together. This is one of the import- 
ant characteristics of socialist reproduction. 


Material production is the foundation. Intellectual production is deter- 
mined by material production. The formatio™ and development of intellectual 
production depends on the development of material production. This is mani- 
fested by the fact that the direction of intellectual production is determined 
by the demands of the development of material production. The level of de- 
velopment of intellectual production is also conditioned by the level of the 
development of material production. For example, scientific experiments 
depends on material production. The subjects for investigation in scienti- 
fic experiments are often derived from practical material production. The 
means of subsistence needed by the personnel for scientific experiments must 
be guaranteed by material production. The means for scientific experiments 
must also come from material production. The increase in the time needed 

for scientific experiments is determined by the shortening of time required 
by material production. Finally, the results of scientific experiments have 
to be further tested and popularized in the process of material production. 
Therefore, it is impossible to carry out scientific experiments without ma- 
terial production. It is the same with other intellectual production. Any 
kind of intellectual production requires a definite amount of human labor, 
material resources and capital. This is especially true with the development 

















of modern scientific technologies which require the most advanced equipment, 
facilities and materials. They require various modernized installations and 
bases for scientific experiments. They also require fully equipped 
libraries and technological information centers. Advanced tools, instru- 
ments and equipment will promote the further development of intellectual 
production. 


However, intellectual production not only depends on material production 
and reflects its level of development and demands, it also has an important 
reaction on material production. 


The reaction of intellectual production on material production is manifested 
in the intellectual products. Apart from the products which are used in 
intellectual production itself and those for servicing activities, intel- 
lectual products can be roughly divided into two categories. They are the 
intellectual products used in the production of material means and intel- 
lectual products used in the reproduction of labor. 





The intellectual products used for the production of material means refers 
first to the research and application of the natural sciences. The develop- 
ment of the natural sciences has a very important effect on the uplifting of 
the labor productivity of the material production departments. Marx once 
pointed out: labor productivity is determined by various factors. It in- 
cludes the level of scientific development and the extent such developments 
are applied in technology. He also pointed out: "The development of labor 
productivity...can be partially linked up with advances in the sphere of 
intellectual production. This is especially so with the advances of the 
natural sciences and their application. ("Capital," vol 3, p 97) History 
has proven that the development of labor productivity follows the unceasing 
advances of science and technology. The more developed a society the more 
this is true. It is especially true in the 20th century when production is 
greatly developed and labor productivity grows by leaps and bounds. This is 
mainly the result of applying new scientific technologies. Through solving 
the theoretical and technical problems involved in the process of production 
and through the continuous revolution and creation of the instruments of 
production, research in the natural sciences have increased the production 
of material products, improved their quality and greatly reduced their 
prices. Not only this, such research also cons antly opens up new spheres 
and new paths for revolutionary changes in material production. New ma- 
terials, new energies, new technologies, new methods and new products all 
Start from research designs, trial production and experiments. Then the 
results lead to large-scale production and popularization. The important 
breakthroughs in the basic theories of modern science will lead to revolu- 
tionary leaps in man's knowledge about nature and his conquest of it. Such 
breakthroughs will also lead to tremendous strides in technology and have 

a profound effect on the development of material production. As a productive 
force, scientific technology is gradually revealing its tremendous impact. 
Contemporary natural sciences are being applied to production in unpre- 
cedented scale and speed. It has completely refashioned every sphere of 
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material production of society. Therefore, the realization of modernization 
in science and technology is the key to the four modernizations. 


Secondly, intellectual products used for material production also refers to 
research in the social sciences. The development of the sociai sciences 

not only exercises a tremendous guiding effect on changes of the social 
method of production, but it also has a tremendous motivating influence on 
the development of material production. Lenin pointed out: "Like modern 
technology, modern economics...is also the condition of socialist production." 
("Selected Works of Lenin,” "What Is To Be Done?", vol 1, p 255) In social 
sciences, some disciplines specialize in the study of economics--the laws 

of the movements of material production. Some may specialize in the studies 
of relations of production or the laws of the development of productive for- 
ces, for instance, political economics, departmental economics economic man- 
agement and so on. The in-depth development of the social sciences, vespecial- 
ly the study of economics, further reveals the objective economic laws of 

the development of the socialist society. It is beneficial to the formation 
of the various forms of the socialist superstructure which are in conformity 
to the demands of the development of the socialist economic base. This 

will ascertain the various forms of socialist relations of production which 
are in conformity to the demands for the development of the productive for- 
ces. This will also establish the various economic management systems, 

codes and conventions, including the guiding principles, policies, plans 

and methods guiding economic development. These scientific forms and sys- 
tmes are exti.s: ly important to the development of material production. For 
instance, the speed of the development of material production and the impact 
of the capacity of the laborer are not only determined by the quantity of 
materialized labor and mobile labor invested in material production, but are 
also determined by the level and quality of economic management and organi- 
zation. Production will be disrupted in case of any chaos in management or 
miscalculation in planning. Scientific economic and enterprise management 
which conforms to objective economic laws can ensure the correct and timely 
handling and adjustment of the various relations in the process of production. 
This will arouse the initiative of the laborer, insure the rational organi- 
zation of the productive forces and promote the development of production. 
Therefore, if we want to realize the four modernization, we must also possess 
modernized management. 


Furthermore, we also refer to the study and applicationof peripherical sci- 
ences bordering natural sciences and social sciences (such as the study of 
the organization of productive forces, technological economics, systematic 
engineering and so on.) They have an important influence on the develop- 
ment of social production. 


The action of intellectual products on the reproduction of labor is mainly 
realized through the various forms of activities in the spheres of cultural 
education and literary arts. The popularization and uplifting of cultural 
education have an extremely important effect on the overall development of 
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the laborers’ moral and intellectual and physcial aspects. The moderniza- 
tion of socialism requires modernized laborers. Under the condition of the 
advance development of scientific technology, the productive laborer must 
possess a more advanced level of scientific culture and be rich in the 
experiences of production and advanced laboring skills. The development of 
scientific culture will produce laborers with higher levels of scientific 
culture. This is achieved through the function of reproduction in the pro- 
cess of intellectual production with the help of the various forms of edu- 
cation and training. These laborers can readily receive and grasp hold of 
new technologies and quickly become skilled workers and farmers and become 
the source of strength of a force imbued with scientific technology. With 
this labor force, we can better develop our country's technology upon the 
foundation of absorbing advanced technologies from abroad. This will accel- 
erate the technological transformation of the various departments of our 
national economy, and lead to the establishment of a whole series of ad- 
vanced industrial departments so as to realize the four modernizations and 
catch up with the most advanced level in the world within the shortest period 
of time. At the same time, the blooming of literary and artistic activities 
creates a rich and multifarious cultural life for the laborers. It satis- 
fies their spiritual needs and encourages them to do their jobs well in 
material production. Furthermore, through the stories, exposure and con- 
structive criticisms of these literary and artistic works, the laborers 

are educated in socialism. This will lead to a healthy development of their 
body and mind, and nurture new men possessing the quality of communist 
ethics. Raising the political consciousness of the laborers is also bene- 
ficial to promoting the development of material production. 


Therefore, on the one hand, part of the products of intellectual production, 
especially the results of scientific technology, are applied to the material 
production process and directly transformed into tremendous material produc- 
tive forces. On the other hand, part of the products of intellectual produc- 
tion, knowledge of scientific culture in particular, are passed on to the 
laborers of material production through the various means of education, 
propaganda and popularization. This is its process of reproduction. This 
elevates the cultural level and scientific knowledge of the laborers and 
improves their spiritual outlook. The integration of the two greatly raise 
the labor productivity in material production. Therefore, despite the fact 
that intellectual production is derived from material production and is 
founded on the latter; in terms of reaction, we can say that intellectual 
production is an important condition for the development of material pro- 
duction. It is one of the elements motivating the further development of 
material production. 


With the raising of the labor productivity of society, more and more people 
and time are engaged in intellectual production. The reserve of spiritual 
wealth will become bigger and bigger. The growth of spiritual wealth di- 
rectly indicates the level of development of the scientific culture of a 
country. Indirectly, it indicates a country's level of development of the 
social labor productivity. Since production is increasingly socialized and 
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science is continuously transformed into the productive forces, the direct 
productive function of intellectual production will grow increasingly. The 
relation between intellectual and material production will be increasingly 
closer. The efficiency of intellec‘:ual production will become higher and 
higher as spiritual wealth accumulates. From the perspective of the long- 
term future of social development, the forecasting, guiding and promoting 
effects that intellectual production has on material production will become 
ever greater. 


Lin Biao and the gang of four are not only the culprits of the frenzied 
desgruction of material production, they are also the culprits of the frenzied 
destruction of intellectual production. They tried their best to deny the 
necessity for the existence of the sphere of intellectual production. They 
tried to obliterate the motivating effects that intellectual production has 
on material production. They yelled that "One can still plough the land and 
eat without talking about science." They put forward the nonsense that: "The 
more knowledge one has the more reactionary he is" and "it is better to do 
without cultural laborers." Starting from their reactionary political goals 
and under the pretext of their "blackline dictatorship," they lashed at the 
sphere of intellectual production from various angles. They destroyed the 
scientific culture of our whole people. After the smashing of the gang of 
four by the party under the leadership of Comrade Hua Guofeng, we have 
adopted a series of forceful and effective measures to restore order from 
chaos and destroy the various evils root and branches. Our country's sphere 
of intellectual production has just welcomed its flowering spring. However, 
we must understand that we should not underestimate the serious damages 
brought by Lin Biao and the gang of four in the sphere of intellectual pro- 
duction. 





Some people do not take intellectual production seriously enough. They 

have stressed its contradictions with material production in the allocation 
of human, material and financial resources. At the same time, they have 
disregarded the dialectical effects of their mutual promotion in the develop- 
ment of production. They even regard intellectual production as something 
dispensable. They do not give serious consideration to the investment needed 
for the development of scientific research, cultural education and litera- 
ture and the arts. Im short, they regard intellectual production as some- 
thing with no direct connection to the development of material production. 
This kind of viewpoint is definitely erroneous. It is extremely harmful 

to the cause of the four modernizations. 


In order to fulfill the general task of the new era as soon as possible 

and build our country into a strong and modernized socialist country within 
this century, we must fully recognize the importance of intellectual produc- 
tion. We must formulate guiding principles and policies in conformity to 
its characteristics and demands and adopt effective measures to strengthen 
the leadership of the intellectual departments. In the process of the inte- 
grated balancing of our national economy, we must guarantee the proportion- 
al development or the intellectual production departments to suit the needs 
of the rapid development of the national economy. 


CSO: 4006 
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NATIONAL ECONOMIC POLICY 


PRC ECONOMIC JOURNAL ON ENTERPRISES AS FUNDAMENTAL UNITS 
Beijing JINGJI GUANLI in Chinese No 6, 25 Jun 79 pp 20-27 HK 


[Article by Jiang Yiwei (5592 0001 5517]: "A Discussion of ‘The View That 
the Enterprise Is the Fundamental Unit'--Tentative Remarks on the Nature of 
Enterprises Undei Socialism and Their Relations With the State™] 


[Text] I Presentation of the Problem 


The 3d plenum of the llth party congress sets the task of restructuring the 
economic system of our country. This is an important and complicated prob- 
lem calling for urgent solution. 


The prevailing economic system of our country is, in many respects, not 
compatible with the high-rate growth of the national economy and with the 
four modernizations. The time has come to fundamentally restructure it. But 
the problems involved in the restructure are widespread and linked to each 
other, and what happens to a small part may affect the whole. What is the 
most basic link to be grasped? In our opinion, we should begin with deter- 
mining the nature of enterprises under socialism and, taking this as the 
criterion, study the organization and management of the national economy as 
a whole. Only then can we proceed from one point to the other, follow the 
legical course and find a dependable foundation and basis for restructuring 
the economic system. This is the fundamental idea underlying “the view that 
the enterprise is the fundamental unit." 


Our present economic system is beset with problems. The most striking and 
fundamental problem is that as the basic unit of the socialist economy the 
enterprise is unable to show greater initiative and enthusiasm. This state 
»f affairs has generally been recognized and has attracted much public atten- 
.ion. Enlarging the presecribed enterprise rights is now the universal cry. 
However, we believe that to reduce the problem to one of prescribed rights 
merely explains the phenomenon of the problem but does not go d¢»p into 

its substance. 


Since the founding of our republic, our country has restructured the economic 
System on many occasions, but this was mainly confined to dividing the 
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prescribed rights between the central and local authorities with consideration 
given only to how to bring the enthusiasm of the central authorities and the 
enthusiasm of local authorities into fuller play. Yet one problem that is 
more fundamental, namely, how to bring the enthusiasm of enterprises, that 
directly control the productive forces, and their laborers into play was over- 
looked. We now realize that the enthusiasm of the central authorities and 

the enthusiasm of the local authorities are not the only considerations and 
that the enthusiasm of the four sides--central authorities, local authorities, 
enterprises and laborers--must be brought into play. This is a great pro- 
gress in our knowledge. But then the administrative organizations (central 
and local) and economic organizations (enterprises) are iumped together as if 
the center, localities and enterprises are three organizations of the same 
nature. Thus, along with considering the division of prescribed rights be- 
tween the central and local authorities, consideration is given to appropri- 
ately enlarging the prescribed rights of enterprises. 


We maintain that enterprises are economic organizations, not administrative 
organizations. For this reason, the concept of prescribed rights of the cen- 
tral and local authorities may not be applied to enterprises. Between them 
as socialist enterprises and the state there is a question of how to deter- 
mine the rights and obligations. But the "rights" are definitely different 
from the “prescribed rights” between the higher and lower administrative 
levels. The rights and obligations of an enterprise depend on the nature 
of the enterprise itself. They are derived from the characteristic of the 
enterprise as an economic organizations. They are inherent characteristics 
demanded by the objective economic law and not characteristics that can be 
enlarged or diminished secording to one's subjective will. 


Whac should be the nature of organization of the enterprises under the social- 
ist system? What is the essential difference between a socialist enterprise 
and a capitalist one? What are the relations between a socialist enterprise 
and the socialist state? What are the relations between enterprises and be- 
tween enterprises and consumers? This series of fundamental questions should 
be answered in theory and practice before the rights and obligations of enter- 
prises can be ultimately determined. 


The momentous significance of determining the nature of enterprises also 

lies in the fact that enterprises directly embody the socialist system to 

a considerable degree. The most fundamental characteristics of the social- 

ist system such as communal ownership, elimination of exploitation and dis- 
tribution according to work, must be embodied by the economic cell, that is, 
the enterprise. It may be said that to “determine the nature” of the social- 
ist enterprises is a fundamental question for determining the socialist system. 


Yugoslavia's socialist economic system is suited to its specific conditions. 
Of course, it is not suited to our national conditions in every respect. But 
one point is worthy of our serious attention, that is, Yugosiavia first 
established her enterprise system of “workers' self-government" and, on this 
foundation, instituted its system of the national economy. Its system of 

















economic manzgement has also gone through restructuring on many occasions but 
its principle of workers’ self-government remains unchanged. Besides, its 
restructuring of the economic management system proceeded from the question 
of how to more satisfactorily meet the requirements of the workers’ self- 
government system. Yugoslavia instituted the economic system with enter- 
prises as the fundamental units. We believe that this course of action is 
theoretically logical and is proved effectual by practice. Its experience is 
worthy of being used for our reference. 


Based on these ideas, this article attempts to investigate the nature and 
characteristics of the enterprises under the sorialist system and the rela- 
tions between the state and the enterprise. Four the convenience of writing, 
industrial production enterprises are used as examples to illustrate the 
point. Actually, most of the questions and principles involved are applicable 
to other enterprises including commercial enterprises, agricultural enter- 
prises (agricultural production teams are equivalent to agricultural enter- 
prises). 


II. The Enterprise Is the Basic Unit of the Modern Economy 


Human beings are tool-making animals as well as social animals. Since the 
dawn of history the production activities of mankind have always been so- 
cialized labor to varying degrees. With the development of productive for- 
ces, socialized production has assumed different organizational forms. But 
so far, society, whatever its mode of production, invariably has its basic 
production units of a given form that are compatible with the level of pro- 
ductive forces. The productive forces in primitive society were low and 
extremely weak. Individuals, who were unable to struggle separately against 
the forces of nature and wild animals, had to work collectively and form 
clans of blood relations as the basic units of social production. Along with 
the development of agriculture and the improvement of the instruments of pro- 
duction, one family was able to cultivate a plot of land and acquired a high- 
er labor productivity than the clan economy. Thus the clan economy dis- 
integrated and its place was taken by private property with families as the 
basic production units. With the productive forces further developed, there 
erose the form of coercive collective slave labor organized by the slave- 
owners. Along with the collapse of the slave system there arose the feudal 
system with peasant families as the basic production units. 


Although commodity production developed to some extent from the primitive 
society to the feudal society, the economy was still mainly a self-sufficient 
natural economy based on manual labor with a very low level of socialized 
labor. For this reason, families remained the basic units of social produc- 
tion for a long time. With highly developed commodity production and the 
adoption of modern m-hinery, the capitalist mode of production appeared, 

and it was then that the organizational form of social production under- 
went fundamental changes. The basic units of social production are no longer 
small families or workshops. They are modern enterprises formed by the 
capitalists who hire large numbers of workmen, use modern production equip- 
ment and organize highly socialized labor. 
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Along with the concentration and accumulation of capital, the scope and or- 
ganizational form of enterprises keep developing from individual enterprises 
to capitalist company organizations of different forms. A big enterprise 
organized along the enterprise line may include a number of small enterprises. 
Whatever its forms, the enterprise is in the-end the basic unit of the modern 
economy created by capitalisna. 


Under the capitalist system, the enterprise as the basic unit of social pro- 
duction undoubtedly has the basic features of capitalism. Capitalist priv- 
ate property determines that the means of production and all assets of the 
enterprise are owned by the capitalists, that production laborers are not 
masters of the means of production but wage laborers employed and exploited 
by the capitaiists and that the enterprise has absolute independence with the 
content and development orientation of enterprise operations entirely de- 
cided by the capital owners, and with the results of operations, profits 
and losses directly determining the interests of the capitalists. However, 
if we set aside this basic feature determined by capitalist private property 
and examine the enterprise simply as the basic unit of social production, we 
will find that the enterprise also has the following distinct features: 


1. The enterprise is an economic organization engaged in prodvction. It 
draws together a group of production laborers (manual and mental laborers) 
to cooperate and work for a common production objective. 


2. It engages itself in commodity production. Its products must meet given 
social needs. 


3. The enterprise only performs a given task under division of labor to meet 
the extremely extensive and complicated social needs, and technically forms 
an independent production system according to the special features of special- 
ization and division of labor. 


4. It develops economic connections with other production units and con- 
sumers through exchange (in principle, exchanges of equal values). 


5S. It has independent economic interests and makes efforts to acquire its 
own interests. 


6. On its own initiative it develops and augments its productive forces in 
order to acquire more and greater interests. 


7. It is the basic unit of social economy as a whole. Objectively, it 
constitutes the foundation of socioeconomic forces. Social productive for- 
ces are the sum total of all productive forces of enterprises. 


These distinctive features are, in the final analysis, products of a 

high degree of development of commodity production. Capitalist enterprises 
are formed by the several hundred years’ history of the capitalist social 
economy. Individual enterprises have developed into company organizations 
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but these distinctive features of the basi- economic units have not changed, 
indicating that they are compatible with the productive forces brought about 
by capitalism. The internal contradictions of capitalism and its crises are 
mot engendered by the incompatibility between the productive forces and this 
economic organizational form known as enterprise, but by the anarachy of 
social production determined by capitalist private property. 


The socialist system is a newly emerging social system. It eliminates priv- 
ate property and makes it possible to unify planning and management of social 
production so as to overcome the anarchy and blind nature of capitalist so- 
cial production. This is the greatest superiority of the socialist system. 
But, does the unified socialist economy signify that the independence of 
enterprises should be done away with and that the national economy as a whole 
should be changed into an incomparably great economic whole and the whole state 
changed into a big “enterprise”? Obviously this can only be an “utopian” 
illusion. Yet, our prevailing economic system is actually working precisely 
according to this “utopian” illusion. 


Our prevailing economic system formally takes enterprises as the basic 

units of social production. But enterprises lack independence. This is 
particularly true with the enterprises owned by the whole people. The means 
of production are owned by the whole people and enterprises are regarded as 
State enterprises. Hence everything is decided by the state. Tasks are set 
by the state, enterprise products are procured by the state and enterprise 
personnel are assigned by the higher level, equipment is allocated by the 
State, profits are turned over to the state and enterprise losses are as- 
summed by the state. While certain regulations stipulate that enterprises 
should have definite independence and carry out independent business account- 
ing, enterprises exist only as branch organizations of such a big, unique 
enterprise as the state. In the “big enterprise” composed of several tens 
of thousand enterprises owned by the whole people, the state council seems 
to be the general manager, the planning commission is the planning department 
of this big enterprise, the economic commission is the production department, 
che capital construction commission is the capital construction department, 
the goods and materials bureau is the supplies section, the labor bureau 

is the labor-capital section, and the functional departments are the various 
shops turning out products. To be sure, there are historical reasons for 
this system. But, theoretically, the Marxist theory of a planned economy 
for the socialist period is misinterpreted in the belief that a planned 
economy makes it imperative to incorporate the national economic activities 
into a unified organization, and the fundamental Marxist principle that the 
relations of production must be compatible with the objective requirements 
of developing the productive forces is forgotten. It is not considered 
whether at the historical stage of the transition from socialism to communism 
social production should steill be composed of a number of independent basic 
units. Nor is it considered what form these basic units should assume and 
what are the differences and similarities between these basic units and 

the capitalist enterprises. 

















Judging from the existing socialist countries, the level of their productive 
forces has not exceeded that of the developed capitalist countries. The 
revolution in the socialist system has created more favorable conditions for 
freeing and developing the productive forces. Applying this superiority, 

we will find it possible to raise, within a comparatively short time, the 
level of productive forces above that of the developed capitalist countries. 
However, this must go through a historical process. In this process, the 
organizational form of production cannot break away from and exceed the pres- 
ent level of productive forces. For this reason, enterprises as the basic 
units of modern economy are compatible with the developed capitalist countries 
as well as with the socialist countries. To be sure, under the socialist sys- 
tem some distinctive featur «« of enterprises connected with the capitalist 
private property should be :ransformed according to the socialist principl-, 
while some basic features not connected with the capitalist private property 
may be carried forward. 


Commodity production has reached a high degree of development in capitalist 
society. But the relations of commodity production are not peculiar to 
capitalism, and to carry out commodity production and exchange may not be 
regarded as practicing capitalism. Instead of doing away with commodity pro- 
duction, the socialist society should vigorously develop it. This point may 
be theoretically affirmed. This being the case, carrying forward, under the 
socialist system, certain distinctive features formed by commodity production 
as mentioned above will not run counter to the socialist principle; on the 
contrary, it will give a stronger impetus to the growth of the socialist 


econony. 


With the above understanding we consider that the basic units of socialist 
production still consist of enterprises and independent ones at that. The 
system of a socialist economy can only be composed of these independent 
enterprises. Maintaining the independence of enterprises does not run coun- 
ter to the socialist principle; on the contrary, only independence can fully 
realize the economic democracy of socialism. Only when enterprises are in- 
dependent and the national economy is unified under the unified organization 
of the socialist countries can the socialist principle of democratic cen- 
tralism be integrally embodied in the economic system. This is the first 
point of “the view that the enterprise is the fundamental unit.” 


III The Enterprise Must Be an Active Organism 


The second point of “the view that the enterprise is the fundamental unit” 
is that the enterprise must be an active organisa. 


It would be of no new significance to say that the socialist economy should 
take the enterprise as the basic unit of production. Are not enterprises 
also taken as separate production units under the prevailing economic system? 
The question is: Is the national economic system, which is composed of these 
“units,” like a huge structure made of bricks or like an organism composed 

of living cells? Bricks are not living matter and the structure made of 
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bricks has no life in itself. The cells of an organism are different since 
each cell is an active organism that has life in itself. It can breathe, ex- 
hale the old and inhale the new, grow, get strong and produce automatic re- 
actions to external stimulus. Lower forms of life are composed of simple 
cells and higher forms are complex organisms composed of different cells. 

As the basic units of a modern economy, enterprises can sot be inactive 
bricks but should be active, vital organisms. Since the strength of the 
national economy is the sum total of enterprise productivity, the strength 
of the national economy will depend not only on the number of enterprises 

it owns but more importantly on the vitality of each enterprise cell just as 
the strength or weakness of a man depends on the vitality of the cells of 
his body. 


We often say that the role of existing enterprises should be brought into 
play. We also emphasize that the existing enterprises must carry out in- 
novations, tap their potential and transform themselves so as to make great- 
er contributions to the growth of the national economy. But there is one 
point that is not clearly understood: what should ve mainly rely on for en- 
larging reproduction in the national economy. Is accumulation of funds to 
be mainly relied upon for building new enterprises and new bases? Is import- 
ance to be given simultaneously to the regeneration, transformation and ex- 
pansion of existing enterprises? In other words, in bringing the role of 
existing enterprises into play, are enterprises mainly relied upon to tap 
their potential under existing conditions or should they be regarded as active 
organisms permitted and encouraged to multiply by themselves and enlarge 
reproduction by themselves? Practice over the past years has proved that 
under ordinary circumstances the same amount of investments used for the pur- 
pose of transforming and expanding an old enterprise will produce much great- 
er economic effect than if it is used for building a new enterprise of the 
same type. If we regard our enterprises as organisms that can replace the 
old with the new by themselves, we should provide the enterprises with con- 
ditions for expanding and developing themselves. Even if we build new enter- 
prises, we should as ‘far as possible do things in the same manner as cell 
division. We should utilize the personnel, experience and material conditions 
of the previously existing enterprises. This will produce much better re- 
sults than building the enterprise from scratch. The newborn baby comes 

from the body of the mother; this is a law of nature as well as the objective 
law of economic grovwth. 


If an enterprise is regarded as an active organism, it must be made to breathe 
and to exhale the old and inhale the new. When proceeding with production, 
enterprises must have three elements: labor force, means of labor and object 
of labor. These three elements should be able to breathe the new and get 

rid of the old before the erterprises concerned can acquire activity. Enter~- 
prises should have the right to increase or decrease and the right to select 
these elements, namely, labor power, labor conditions and object of labor. 


As far as the object of labor is concerned, in addition to accepting the 
tasks arranged by the state concerning the products and quantity to be turned 











out, the ent« rises concerned shculd be permitted to bring their subjectiv:: 
activity into play and undertake tasks outside the state plans. Moreover, 
the enterprises should, on their own initiative, forecast the development of 
market needs and enthusiastically develop new varieties or rais* the quality 
level to meet the new needs. 


Raw materials and semi-processed materials as objects of labor should be sup- 
pled by the state according to a plan. In addition, they should have their 
source in the market. The enterprises concerned should be permitted to place 
orders with other enterprises for goocs that are outside the state plans. 
Moreover, the enterprises concerned should have the right to select the ma- 
terials supplied by any entity and the right to increase or decrease the 
quantity of materials under given conditions. 


As far as the means of labor are concerned, the enterprises concerned should 
have the right to independently expand and reconstruct their factory premises 
and production facilities, and the right to independently increase or decrease 
and select their equipment and tools. 


As for labor power, the enterprises concerned should also have the right to 
select and the right to increase or decrease the number of staff and factory 
workers. They may select new workers for employment and dismiss the super- 
fluous ones. The problem of livelihood for the dismissed workers should be 
safeguarded by the state in the form of social insurance and the responsibil- 
ity for insuring their livelihood should not be assumed by the enterprises 
concerned. 


In order to achieve better economic results, the enterprises concerned should 
also have the right to increase or decrease the funds determined by the three 
elements in value. 


These rights are necessary because they are the objective requirements for 
the enterprises as active organisms and they are the necessary condition for 
bringing the initiative and active role of the enterprises into play in the 
movement of the national economy. In the final analysis they are determined 
by the nature of the enterprises, not something that may be increased or 
decreased according to one's subjective will. 


To be sure, socialist enterprise: have both rights and obligations including 
giving priority to the fulfillment of the production tasks set by the state, 
payment of taxes to the state according to regulations or turning in accumla- 
tions in other forms to the state. But under the premise of guaranteeing 
fulfillment of these ob’ igations the enterprises concerned should have active 
conditions for independent operation and development. 


IV Enterprises Should Have Independent Economic Interests 


The third point of “the view that the enterprise is the fundamental unit" is 
that the enterprises should have independent economic interests. 








The so-called independence of enterprises is expressed by their independent 
economic interests. As stated in the preceding section, enterprises must be 
given the active right to independent action in order to become active organ- 
isms. This refers to the conditions for taking independent action. If 
conditions exist, does it mean that the enterprises concerned will spontaneous- 
ly “start moving"? Not necessarily. A problem of active inner dynamics 
remains to be solved. These dynamics come from the independent economic in- 
terests owned by the enterprises. 


If economic interests are represented as the dynamics of enterprises, does 
this not mean negating “politics in command" and embarking on the wrong path 
of “economism"? This misgiving should no longer exist. The gang of four made 
material interests the forbidden area. They concocted an absurd theory that 
Marxism cares nothing about material interests and that one who cares about 
material interests is guilty of revisionism. The result was that many com- 
rades dared not mention the word “interests.” In fact, Mafxism always holds 
that people wage a struggle for production and class struggle directly and 
indirectly for material interests. The proletarian revolution is precisely 
aimed at striving for the interests of the prolctariat and the whole working 
people. 





Enterprises are economic organizations engaged inproduction activities. Man 
always carries on economic activities to acquire definite economic interests, 
be it the interests of the laborers themselves or the interests of a few 
exploiters. Socialist enterprises are no exception. 


The principle of material interests is the basic principle of Marxism. To 
promote only the noble spirit and not the material interests is not Marxism 
but a religious sermon to fool the people. The fundamental task of the com- 
munists lies in working for the interests of the proletariat and the broad 
masses of working people. However, the interests of the proletariat should be 
divided into whole interests and local interests and into long-range interests 
and immediate interests. The whole interests should be integrated with the 
‘ocal interests and the long-range interests with the immediate interests. 
They should not be split apart nor should one be stressed to the neglect of 
~he other. 





The socialist system has eliminated private property and exploitation of man 
by man. It makes the economic activities of the whole society serve the in- 
terests of the whole working people. Undoubtedly the production operations 
and activities of socialist enterprises--basic units of the socialist economy 
--are in the interests of the whole working people. We call them state in- 
terests or social interests. But, do enterprises work only for the interests 
of the state and not for their own interests or the interests of the laborers 
conne:ted with them? At the historical stage of the transition from socialism 
to communism, to expect the working people to be "selfless" in their eco- 
nomic life under the present material and mencal conditions is only a fantasy 
exceeding realistic historical conditions. 
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At the historical stage of socialism, a commodity economy cannot be done away 
with. It must be vigorously developed before the material foundation of so- 
cialism can be greatly developed. Since commodity production must be de- 
veloped, the law of value sust be fully utilized and, moreover, the principle 
of distribution according to work must be carried out in distributing con- 
sumer goods among the individuals. If these principles are affirmative, 

the enterprises as the basic units of commodity production are bound to ap- 
pear as commodity producers and to have the independent interests of commodity 
producers. From the standpoint of the whole society, to link the personal 
income of laborers to the magnitude of contributions made by the enterprise 
collectively to society would be a more integral principle of distribution 
according to work within the enterprises. 


To link the individual interests of the whole body of enterprise workers to 
the resul's of enterprise operations is bound to prompt the whole body of 
workers ts) interest themselves in the economic results of enterprise opera- 
tions from the standpoint of material interests. It should be noted that 
good results of enterprise operations are advantageous not only to the enter- 
prise workers but also to the whole body of working people represented by the 
State. Hence, this concern for material interests is a concern for both the 
State interests and the individual interests and is in line with the prin- 
ciple of integrating the whole interests with the individual interests under 
the socialist system. Here the question of individualist and capitalist road 
do not enter in. To be sure, at no time may communist ideological education 
for the masses be given up under the socialist system. But such education is 
by no means aimed at letting the working people dedicate themselves like 
martyrs to the "realm of reason" and “eternal justice and fairness." It 

is aimed at making the working people integrate the long-range interests with 
the immediate interests and, when contradictions arise between the long-range 
interests and the immediate interests, subordinate the individual interests 
to the whole interests and the immediate interests to the long-range inter- 
ests. By no means does the education cultivate only abstract, empty morality 
and not economic interests. 


Working for economic interests is the dynamic of capitalist enterprises as 
well as the dynamic of socialist enterprises. The only difference is that the 
interests acquired by the capitalist enterprises are mainly owned by the 
capitalists while the socialist enterprises are ultimately owned by the 

working people directly or indirectly. The difference lies in who owns 

the interests and not in working or not working for the interests. 


Rights and obligations are a unity of opposites. Striving for economic in- 
terests virtually determines the economic responsibility. Enterprises possess 
independent economic intei*sts and link them to the individual interests of 
their workers, which means that the workers assume joint responsibility for 
the economic effects of enterprise operations. They are required to “assume 
joint responsibility for profits and losses." This sense of joint responsi- 
bility for “profits and losses" will only intensify the collectivist think- 
ing among the working masses and will not lend itself to the growth of 











individualism. On the contrary, if the individual interests of workers are 
not linked to the enterprise interests and if distribution according to work 
is simply carried out among the individuals, it is possible that an individual- 
ist tendency will be engendered. 


Now everybody agrees to one principle: The economy should be managed in 
economic ways or in accordance with the objective economic law. In what 
economic ways should the economy be managed? Managing the economy in economic 
Ways means bringing the role of the law of value into full play in economic 
activities, and using economic means to:control the results of economic activ- 
ities. But, before putting into practice this method which is in line with 
the objective economic law, enterprises must possess independent economic 
interests and enterprise workers must assume joint economic responsibility 
for the economic effects of enterprise operations. Otherwise, managing the 
economy in economic ways will be idle talk. For example, the contract sys- 
tem between enterprises, under which penalties are stipulated to be paid by 
the party that fails to fulfill the contract, should be regarded as one of 
managing the economy in economic ways. If an enterprise has no independent 
economic interests and if its profits and losses are not linked to the in- 
dividual interests of its workers, what role can the penalties play? They 
play no role except that one enterprise, having paid the penalties, increases 
its production costs and turns over less profits to the state while the other 
enterprise, having received payment of penalties, decreases its production 
costs and turns over more profits to the state. This means that the state 
simply takes money from one pocket and puts it into the other. How much 
control can it exercise? This is also true of other things like making com- 
pensation use of fixed assets and making loans and paying interest on revolv- 
ing funds. Thus the fundamental premise of managing the economy in economtc 
ways is that enterprises must have independent economic interests and that the 
enterprise workers must "assume responsibility for enterprise profits and 
losses." This must be insured before real effects can be produced. 


V The Relations Between the State and Enterprises Under the Socialist System 


‘he socialist state has two functions: The political function of carrying 
out the task of the dictatorship of the proletariat and th: economic function 
of organizing and managing the socialist national economy. Along with the 
development of the socialist society and the gradual transition to comwnisn, 
there is no doubt that performing the economic function of the state will 
increasingly become its main task. The question now is: In what ways shouid 
the state manage the economy? 


Owing to social division of labor, a modern economy will inevitably be conm- 
posed of numerous basic econom{~ units large and small. The state may regard 
the whole national economy as a “big enterprise" and take the numerous eco- 
nomic units as branch organizations of this "big enterprise" and directly 
control their activities. Or else, the state may regard the whole national 
economy as an economic union composed of numerous independent basic units 
and exercise centralized, unified leadership on the basis of a high degree 
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of cemocracy. The latter approach is the central idea underlying “the view 
that the enterprise is the fundamental unit." 


Socialism has eliminated private ownership of the means of production, making 
it possible to organize social production according to plan, overcome anarchy 
of capitalist blind competition and insure a proportional and high growth 
rate of the national economy under the unified leadership of the state. 

This is an important manifestation of the superiority of the socialist system. 
With the means of production coming under communal ownership, the isolation 
of laborers from the means of production is done away with and the working 
masses become masters of the means of production. They will more consciously 
work hard for their own interests as well as for the common interests of the 
whole body of working people. An important condition for bringing this 
superiority into play is to apply socialist democracy to the economy, practice 
a high degree of socialist democracy and bring about a more lively and active 
State of economic growth than capitalism. The more comprehensive manifesta- 
tions of the superiority of socialism are to let every basic economic unit 
have full independence, unite on the principle of democratic centralism and 
accept the unified leadership of the state so as to insure that the inde- 
pendence of enterprises is combined with the unity of the state, democracy 

is integrated with centralization and planning is linked to freedom. 


A great defect in the prevailing economic system is the overcentralization of 
power. Its cause lies not in inappropriate division of prescribed rights 
among the central authorities, local authorities and enterprises but in 
managing the national economy as a "big enterprise." Many comrades now sug- 
gest that the state should use economic means to manage enterprises and 
should use less or no administrative means for the purpose. What are admin- 
istrative means? How is it that administrative means are simply used to 
Manage enterprises? These questions have not been further analyzed. Actual- 
ly, this phenomenon is the inevitable result of managing the national economy 
as a “big enterprise." 


To be more exact, administrative means are equivalent to “direct command.” 

It means issuing directives to direct the economic activities of subordinate 
units. Using the economic means is influencing and controlling the activities 
of the economic units with the consequences of economic advantages and dis- 
advantages. The former is the managerial means applied within an independent 
economic body; the latter is the managerial means applied to an independent 
economic body from outside. This is also the case within a factory. If a 
factory is taken as an accounting unit, administrative means are generally 
used within the factory: the factory management gives direct commands to 
shops and the shops give direct commands to teams and groups. We cannot 

say that there is anything wrong with this direct command. If this factory 
takes shops as independent accounting units and makes the shops have de- 
finite independent economic interests, such as economic rewards and penal- 
ties in connection with the fulfillment of certain technical and economic 
targets, then the factory management may change the administrative means of 
giving direct commands into the economic means in managing its shops. The 
factory management may do so because it regards its shops as independent 








economic bodies. Thus, only when the subject of management exists as an in- 
dependent economic body will the managerial mode of using the economic means 
be engendered. Otherwise, administrative means are necessarily used. Since 
the prevailing economic system takes the whole national economy as a "big 
enterprise," economically, a system of centralized receipts and expenditures 
is put into practice. All the subordinate enterprises are branch organiza- 
tions directly under this "big enterprise," hence using administrative means 
to give direct commands to these branch organizations is the logical course 
of action. 


Now that we regard enterprises as the basic economic units with independent 
economic interests, what are the relations between the state and the enter- 
prises? 


The functions of the socialist state have two aspects--political and economic. 
Hence there are two kinds of relations--political and economic--between the 
State and the enterprises. As far as their economic relations are concerned, 
the state should not regard the enterprise as its administrative subordinates 
(certain departments like the munitions industry and the communications and 
transport system, that must be directly under the jurisdiction of the state 
are exceptions), and the relations between the state and the enterprises can 
only be a kind of economic relations. These relations are essentially mani- 
festations of the relations between all the laborers of society and the local 
laborers of enterprises. In terms of economic interests, the state repre- 
sents the whole and long-range interests of all the laborers while the enter- 
prises represent the local and immediate interests of local laborers. Of 
course, this is only in the relative sense. It does not mean at all that the 
state may be indifferent to the local and immediate interests of enterprises 
or that the enterprise may disregard the whole and long-range interests. 
Being identical, the whole interests and local interests are a unity of op- 
posites. But the two aspects of the contradiction necessarily represent 
different sides. The state and the enterprises represent different sides. 
The state represents the side of the leader while the enterprises represent 
the side of the led. It is only a manifestation of subordinating the local 
interests to the whole interests. 


fhe economic relations between the state and the enterprises are relations of 
interests. This being so, the state must use economic means to lead and 
manage the enterprises. The economic means manifest themselves in diversified 
forms, mainly the following: 





l. Formulating economic policies to direct and restrain the enterprises’ 
economic activities so that the enterprises will not deviate from the orbit 
of socialism. Under the socialist system, enterprises have the obligation 

to observe and strictly carry out the guiding principles and policies formu- 
lated by the state. One fundamental task of enterprise party organizations 
is to supervise and insure implementation of various economic policies by the 
enterprises and to uphold the socialist nature of enterprises. 
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2. Drawing up economic plans to direct the growth of enterprise economy. 

The state should mainly grasp long-range planning and regional economic plan- 
ning. Annual economic plans should be drawn up from the bottom upwards and 
the enthusiasm and initiative of the enterprises concerned should be brought 
into full play. At the same time, the principle of “large-scale planning, 
small-scale freedom" should be observed, and the guiding principle of com- 
bining planned regulating and market regulating with emphasis on planned 
regulating should be adopted with regard to national economic activities. 

The existence of a given market economy should be permitted to meet the ob- 
jective need of enterprises to carry on commodity production. 


3. Taking economic means to regulate and control enterprises’ economic 
activities. Make full use of various economic levers like taxation, credit 
loan, interest, reward and penalty, price, state order for goods, subsidies 
for policy purposes to regulate the contradictions between the state and the 
enterprises and between production and consumption to guide the development 
orientation of enterprises and insure the realization of the state economic 
plans. 


4. Putting economic legislation itto practice. Protect the legitimate rights 
and interests of enterprises and workers by laws. Supervise the enterprise 
to insure implementation of state policies and decrees. Handle the economic 
disputes between the state and the enterprises and among various enterprises. 


Legal relations reflect economic relations. Thus, economic legislation is 
essentially also an economic means. First of all, the state should, through 
the formulation of "enterprise law," explicitly define the nature of enter- 
prises and the basic rights and obligations of enterprises vis-a-vis the 
state and other enterprises and also the basic rights and obligations of the 
workers within an enterprise. 


Enterprises are economic bodies with independent interests. Legally, they 
have the status of a “corporate person.” The system of registering enter- 
prises should be put into practice. New enterprises must be strictly examined 
and approved before they are established. Once they are registered, they 
acquire the characteristics of a “corporate person" and have the rights and 
obligations stipulated in the “enterprise law." This is another important 
means by which the state controls the orientation of economic growth. The 
prevailing economic system exercises a rigid control over the establishment 
of enterprises. Under the present system, localities or communes may estab- 
lish enterprises as they wish. This anarchist phenomenon is contrary to the 
socialist principle and should be stopped. 


IV Brief Conclusion 


To sum up, the basic ideas underlying "the view that the enterprise is the 
fundamental unit" may be generalized into the following points: 








First, due to the social division of labor and the objective nature of a 
commodity economy, the socialist economy is still necessarily composed of 
modern enterprises as the basic economic units. 


Second, the enterprises under the socialist system should be active organi- 
isms and should possess independent economic interests. The difference be- 
tween them and the capitalist enterprises lies only in different property 
and different ownership of interests. 


Third, the economic democracy of socialism is an important aspect of the 
superiority of the socialist system. This democracy is manifested in two 
respects: On the one hand, the national economy is composed of independent 
enterprises. On the other, enterprises are directly managed by the whole 
body of staff and factory workers led by the communist party. 


Fourth, the relations between the socialist state and the enterprises are 
economic relations. The state should mainly use economic means as ways of 
management to lead the enterprises. 


Fifth, if enterprises are used as fundamental units to build the socialist 
economic system, it is imperative to meet the objective requirement of taking 
enterprises as economic bodies that have independent economic interests and 
can achieve self-movement and self-development. Bringing the active role of 
enterprises into play should be taken as the starting point of instituting 
the system. 


The methods adopted on the basis of these principles for instituting the 
economic system may be ceaselessly explored, improved and perfected in the 
course of practice so that a Chinese-style socialist economy suited to our 
national conditions may be gradually formed. 


Some people may think that to care for the "fundamental unit" and "the in- 
terests of the fundamental unit" will lead to the spread of "departmental- 
ism." We say that "departmentalism" must be resolutely opposed and prevented 
but that the objective being of the "fundamental unit" cannot be denied be- 
cause of this, just as the existence of individuals and individual interests 
cannot be denied because of opposition to “individualism.” The tendency 
towards “departmentalism" may appear in practice. If it does appear, we 
need not make a great fuss about it. It may be guided according to circum- 
stances and rectified. Fire and water may form disasters or produce bene- 
fits. We may not give up food for fear of choking. We cannot wipe out 
water power and fire power as the kinetic energy just because we fear flood 
and fire disasters. Anyone with common sense can readily understand this 
truth. 


CSO: 4006 
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NATIONAL ECONOMIC POLICY 


PRC ECONOMIC JOURNAL LOOKS AT THE QUESTION OF READJUSTMENT 
Beijing JINGJI YANJIU in Chinese No 7, 20 Jul 79 pp 7-13 HK 


[Article by Gui Shirung [2710 0013 6978]: "Do a Good Job of Readjustment 
for a More Reliable, Faster Advancement cf the Four Modernizations"™] 


[Text] After shifting the focus of party and national work to socialist 
modernizations, in the economic work for the coming 3 years the party and 
government have decided to put the stress on readjustment, restructuring, 
rectification and improvement and to bring the national economy into a pro- 
tracted, proportionate and high-rate of development. It is an important 
policy decision based on reality. It will certainly bring about a more 
reliable and faster advancement of the four modernizations. 


Here we will mainly look at the question of readjusting the proportionate 
relations. 


I 


Speaking of readjustment one will naturally associate it with the economic 
readjustment carried out in the early 1960's and with the deteriorating 
economic situation prevailing at that time. Now that we are carrying out 
readjustment, does it mean that the present economic situation is not good? 


The answer is no. Over the past 2 years and more since the gang of four 
were smashed, the economic situation has developed rapidly and satisfactorily. 
We have quickly reversed the serious state of production stagnation and re- 
trogression and promoted the rapid restoration and development of the nation- 
al economy. In 1978, a year of great drought, a rich agricultural harvest 

was reaped. Grain output increased by big margins and reached a new level. 
Cotton, oil-bearing materials, sugar-bearing materials and other indus- 

trial crops increased in an all-round way. Sideline occupations gained a 
faster development in the rural areas. The development rate of industrial 
production was maintained at more than 13 percent for 2 years in succession. 
Output of major industrial products like coal, petroleum, electric power and 
steel and the volume of railway freight made big breakthroughs and set 











new records. The quality of many products improved and consumption of ma- 
terials and goods and production costs dropped. The introduction of ad- 
vanced technology and the imports of equipment were in full swing and foreign 
trade was developed at a comparatively great rate. Revenue increased by 

big margins and revenue and expenditures were balanced with a little 

surplus. On the foundation of industrial and agricultural development, 

the living condition of urban and rural people improved. All this shows that 
the line carried out by our party over the past 2 years and more is correct, 
that the guiding principles, policies and measures adopted are forceful and 
that the work of all trades and on all fronts is very effective. 


Since it is so, why should readjustment be carried out? The national econ- 
omy is really afflicted with dislocation and this state of affairs is hin- 
dering us from advancing better and faster. Viewed from the relations 
between industry and agriculture, agriculture is left behind and the growth 
of major agricultural and subsidiary products is not compatible with the 
increase of population and the need of improving people's living conditions 
and developing production and construction. Between light and heavy in- 
dustries, the development of light industry is slow and some light indus- 
trial products are in short supply and unable to meet the need of export. 
There is a great shortage of fuel; due to shortages of coal and electricity 
many enterprises cannot give full play to their production capacity. In 

the distribution of the national income, the proportion of accumulation is 
too high; the relationship between productive accumulation and nonproductive 
accumulation is not harmonized and a number of problems concerning the peo- 
ple's livelihood remain to be urgently solved. The imbalance between these 
important proportions was, fundamentally speaking, caused by the protracted 
interference and disruptive activities of Lin Biao and the gang of four. 

The ultraleftist line pushed by them brought great disasters to the national 
economy. As manifestations of this, normal production and work orders were 
disturbed, leading to sharp decline in production, and the proportionate re- 
lations in the national economy were disrupted with the result that some 
major proportions were in a serious state of imbalance. In the process of 
readjusting and restoring the economy in the first 2 years, the party and 
government took quite a few measures to readjust the proportionate relations. 
For example, care was taken to speed up the development of agriculture and 
strengthen production and construction of the power industry, and wages 
were increased for a considerable number of office and factory workers. As 
a result, the imbalance between certain proportions was mitigated. But it 
was not possible to make a fundamental change in the imbalance in 2 years. 
Meanwhile, at a time when a number of enterprises stopped operating while 
waiting for materials and production was not restored, there was a serious 
imbalance, it was not fully understood and deep and comprehensive measures 
could not be taken to correct it. As a result, shortcomings were inevit- 
ably found in our workd. Along with the rapid restoration and development 
of the national economy, some imbalance that was covered up has been brought 
to light. At the same time, new circumstances have arisen and new problems 
have cropped up in the process of our advance. It is now very clear that if 
we do not make up our mind to concentrate time and energy to have the pro- 
portionate relations roughly readjusted, it will be difficult to gain a 
high rate of development if we bungle, imbalance will be aggravated and 
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economic development will be hindered. Only proportionate relations can 
insure a high rate of development; only readjustment of the proportions can 
insure a sustained high rate. Therefore, readjustment is the objective need 
of developing the economy and is the logical development of the guiding 
principle and policy of putting the economy in order in the first 2 years. 


It will be seen from this analysis that the readjustment is now being car- 
ried out consciously to counter the problems of the national economy and in 
an excellent situation in which the economy is rapidly being restored and 
developed. Unlike the 1960's, the present readjustment is being carried 
out amid advances: readjusting on the one hand and advancing on the other. 
Concerning the readjustment begun in 1961, to a considerable extent we were 
compelled to carry it out because the contradiction of disproportion had 
reached an extremely sharp stage. Under the conditions prevailing at that 
time, the method of readjustment was to go back and then forward. Indus- 
trial production as a whole and the scale of capital construction were cut 
down by big margins and considerable losses were incurred. Apart from some 
isolated shortcomings in our specific work, this method of readjustment was 
entirely necessary. Its correctness was subsequently borne out by the rapid 
restoration and development of the national economy. At present, agricul- 
tural conditions are much better than those prevailing at that time and in 
comparison the industrial foundation is also strong. We are now carrying 
out readjustment in the process of which the national economy is rising 
steadily. Therefore, the question of going back in everything does not 
exist now. To readjust the proportionate relations, some localities will 

go up and advance and others will come down and go back. But they come 
down for the sake of going up and go back for the sake of advancing. The 
national economy as a whole is not marking time or retrograding, but is 
going forward steadily at a definite rate. Therefore, readjustment is not 
a pause or interruption of the process of the four modernizations; it is 

the necessary step taken to advance the four modernizations in a down-to- 
earth manner. The view that readjustment means retreating in everything and 
even cutting down the production of goods that are in short supply and that 
readjustment means stopping the modernization program is taken by those who 
are restrained by the confines of history and who mechanically understand the 
question of readjustment. It is an unbalanced and incorrect view. 


Truthfully recognizing and seriously looking at the question of imbalance 
and taking measures promptly to carry out readjustment are expressions of 
doing economic work according to the objective laws and improving one's fore- 
sight and scientific approach. Both the theory of Marxism and the practice 
of socialist construction tell us that under socialist conditions it is 
necessary to do various kinds of work regularly tc readjust the proportion- 
ate relations. The development of the national economy demands that definite 
proportions be maintained but for various reasons certain disporportions 

will necessarily appear in the process of developing the national economy. 
Hence the planning work should consist of readjusting according to the re- 
quirements of the objective laws and the imbalances that appears from time 

to tine, organizing a new balance and promoting coordinated development 

of the economy. Lenin said that in reality maintaining a regular and con- 
scious balance means planning. Comrade Mao Zedong said that economic 
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planning was carried out in our country once a year for the purpose of 
achieving a balance between production and need but in fact this balance 

was partially upset each month and each season, making ic necessary to carry 
out partial readjustment. Here Comrade Mao Zedong was speaking of the par- 
tial readjustment that must be carried out regularly in general circumstances. 
Such readjustment is small-scale and short-term. Under the socialist sys- 
tem, large imbalances should be avoided by every means and can be avoided 

if a good job is done. But once, for various reasons, this imbalance appears, 
we must be good at discovering it promptly and facing up to it and quickly 
take corresponding measures to put it in order. Otherwise, in the absence 
of its spontaneous regulation by the law of value and with the planned re- 
gulation failing to reflect it promptly, the losses incurred will be even 
heavier. Therefore, readjustment carried out to meet the actual need is 

a good thing. It is a sign that blindness is being avoided and consciousness 
is being enhanced in economic work. 


II 


The task of readjustment is roughly to restore the proportionate relations 
that are imbalanced, and to make the national economy develop in comparative 
proportions. Currently, taking the economic situation as a whole, the main 
proportionate relations needing readjustment are: 1) The relations among 
agriculture, light industry and heavy industry, and the proportionate rela- 
tions closely connected with them, that is those between consumption and 
accumulations. 2) The relations between the fuel power industry and other 
departments. To be more explicit, the problem of increasing production and 
saving energy effectively must be satisfactorily solved. Let us mainly dis- 
cuss the question of readjusting the relations among agriculture, light in- 
dustry and heavy industry. 


The relations among agriculture, light industry and heavy industry reflect, 
‘9 a considerable extent, the most fundamental proportions of social pro- 
duction--the proportionate relations between category I and category II. In 
our country, correctly handling the relations among agricuiture, light in- 
dustry and heavy industry is of particularly momentous significance. Ours 
is a large country with a large population and a weak economic foundation. 
Through 30 years of efforts, industrial and agricultural production and 
various undertakings have greatly developed but, on the whole, the present 
economic level of our country is still very backward and the people's living 
standard is comparatively low. Proceeding from these circumstances, we 

must vigorously develop heavy industry to arm various branches of the na- 
tional economy including agriculture with more and increasingly better 
technical equipment. Otherwise, it will be impossible to shift gradually 
the national economy to the foundation of modern technology within this 
century. However, proceeding from the basic conditions of our country, 

we must place agriculture in the leading position while speeding up the de- 
velopment of light industry. Otherwise, it will be impossible for us to 
solve satisfactorily the problem of employment, the problem of improving 

the people's livelihood, the problem of funds and the problem of a market 
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tor heavy industry. If these important problems in the national economy are 
not satisfactorily solved the development of heavy industry will lose a 
strong foundation. 


On the one hand, we must give priority to the development of heavy industry. 
On the other, we must place the development of agriculture in the leading 
position and speed up the development of light industry. The two aspects of 
the unity of opposites engendered under the realistic economic conditions 
of our country must be dialectically recognized and correctly handled. It 
is a fundamental question bearing on the whole economic situation and on 
the consolidation of political power. More than 20 years ago, Comrade Mazo 
Zedong discussed this question of China's road to industrialization and put 
forward his well-known thesis: Speed up the development of heavy industry 
by achieving a greater development of agriculture and light industry. This 
is of extremely profound significance. Now, if we want to proceed from our 
actual conditions and speed up the process of the four modernizations, we 
must still handle the relations among agriculture, light industry and heavy 
industry correctly. 





The question at the core is how to speed up development of agriculture. 

Over the past 20 years and more, despite the fact that we developed agricul- 
ture with great success, for a long time the growth of agricultural production 
failed, for various reasons, to exceed the population increase to a consider- 
able extent. Therefore, the average per-capita output of agricultural and 
subsidiary products did not show a great increase; production showed no in- 
crease in some cases and even dropped in others. Yet, such an agricultural 
foundation bore the burden of a much greater urban population than in the 
past and the burden of capital construction which increased several times 
compared with the past. Because of this, a great contradiction existed 
between the supply of grain, agricultural raw materials and nonstaple foods 
and the need to insure the people's livelihood and industrial development. 
The backward state of agriculture is manifested not only by its weak capac- 
ity for bearing the burden but also by its inadequate capacity for absorption. 
The level of accumulation is low and quite a few communes, brigades and pro- 
duction teams cannot afford chemical fertilizers, chemical pesticides and 
agricultural machinery. Some communes, brigades and production teams 

which bought and used these things, increased their production but not their 
income. They did not achieve any economic benefits. There are various 
reasons for this state of affairs but it shows that the role of agriculture 
as the market for industries in general and heavy industry in particular 
falls behind the demand of industrial development. This situation hinders 
improvements in the life of urban and rural people and makes the foundation 
insecure for industrial development. Therein lies the crux of the problem 

in the present economic life. For this reason, the primary content of re- 
adjustment to be carried out this time is concentrating the main energy on 
agriculture to insure that in the coming few years agriculture will gain an 
all-round, fast development and that the production of grain and other agri- 
cultural and subsidiary products will show a marked increase in terms of both 
total output and per-capita output. Bringing this about will be comparatively 








compatible with the demand for improving the people's livelihood and for 
industrial development. 


In order to speed up development of agriculture, the first and most funda- 
mental thing in line with the spirit of the two documents passed at the 
third plenum on the question of agriculture, is to carry on with reliable 
implementation of the party's correct policies for the rural areas. Unless 
this is done, it will be impossible to give play to the superiority of the 
socialist collective economy and bring the enthusiasm of the peasants into 
full play. In that case, other measures will lack the necessary basis and 
will not achieve the desired results. Our agricultural production is still 
mainly carried out with manual labor. Proceeding from this state of affairs, 
we should accelerate the process of agrotechnical transformation and bring 
the favorable conditions of manpower and resources into full play and en- 
large labor accumulation. Improving the operation and management of agri- 
culture, carefully organizing labor, undertaking farm land capital construc- 
tion with greater effects, practicing scientific farming and developing 
diversified undertakings according to the requirements of the objective 
economic laws are important factors that must not be overlooked in develop- 
ing agricultural production. 





In order to speed up the development of agriculture, it is also necessary 
to attach greater importance to the rational utilization of the natural 
conditions. A striking feature of agricultural production is that the 
process of production is indivisibly integrated with the natural process. 
We should bring man's subjective activity into play and, under the premise 
of observing and applying the natural laws, transform nature to meet our de- 
mands. At the same time, we should know how to adapt ourselves to the de- 
mands of nature, make rational use of various natural conditions and bring 
the role of natural forces into full play so that with the same amount of 
funds and labor we can achieve greater economic results. To do so, we must 
uphold the guiding principle of taking grain as the key link, gaining all- 
round development in a manner suited to local conditions and concentrating 
forces appropriately, insure the rational division of agricultural areas 
and the rational disposition for agriculture, enlarge the social division 
of labor and develop the commodity economy to elevate the social productive 
forces of agriculture to a considerable extent. 


In order to speed up the development of agriculture, it is necessary to in- 
crease the funds, materials and goods used for agriculture and strengthen 
industrial aid for agriculture. The party and government have decided to 
raise the purchasing prices of agricultural and subsidiary products by big 
margins and to decrease and waive rural tax revenue while appropriately 
increasing the proportion of agricultural investments. These are strategic 
measures for developing agriculture. By so doing the peasants will be able 
to increase their production and income while their enthusiasm for produc- 
tion development will be enhanced by their material interests. The level 
of accumulation by communes, brigades and production teams will be raised 
simultaneously with the increase of state investments. The amount of funds 
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accumulated will be linked to the way the communes, brigades and production 
teams carry out their operations. :This will increase their economic re- 
sponsibility and expand the material foundation of their ownership and right 
of self-determination. Based on the conditions in our country, within a 
definite period agriculture will have to provide part of its accumulated 
funds (including agricultural taxes, profits and revenue realized by the 
industrial department through price redistributions) for developing industry. 
But there must be a definite limit to the amount of such accumulated funds: 
1) The consumer level of the peasants must be gradually raised on the basis 
of industrial development. 2) Agriculture sust be able to maintain the 
necessary level of accumulation to make the growth of agriculture meet the 
need of industrial development. To exceed this limit will encroach upon the 
just economic interests of the peasants and weaken the capacity of agricul- 
ture to enlarge reproduction. This situation will be detrimental to the 
development of agriculture and ultimately detrimental to the development of 
industry. Along with its growth, industry should increasingly and complete- 
ly rely on its own accumulations to enlarge reproduction and as far as pos- 
sible should set aside part of its accumulated funds to aid agriculture and 
help agriculture achieve modernization. We must achieve this objective with 
our utmost efforts as quickly as possible. At the same time, part of the 
funds accumulated by agriculture should be concentrated and used by the state 
for building large water conservancy projects and other necessary key pro- 
jects according to overall plans and arrangements. Unless this is done, it 
will be impossible to achieve the modernization of agriculture. But the 
amount of these funds should presuppose the guarantee of the necessary ac- 
cumulation of funds for communes, brigades and production teams. Other- 
wise, the collective ownership in agriculture cannot be well protected and 
respected and the enthusiasm of the peasant masses cannot be brought into 
full play in developing agriculture in a manner suited to local conditions. 
By raising the purchasing prices of agricultural and subsidiary products, 
decreasing and waiving rural tax revenues and increasing agricultural in- 
vestments this time, an extremely important readjustment of the above-men- 
tioned economic relations will be carried out. This has playe? and will 
continue to play an important part in promoting the development of agricul- 
ture and the national economy as a whole. 


With the development of agriculture, more raw materials may be provided and 
conditions created for speeding up the development of light industry. At 
the same *‘te, more and better light industrial products must be exchanged 
for the increasing agricultural and subsidiary products. The organic com- 
position of light industry is lower than that of heavy industry. Conse- 
quently, the same amount of funds used for developing light industry will 
provide more jobs. The construction cycle for light industry is short, 
production turnover is fast and the capital-profit ratio is comparatively 
high. Therefore, the developwent of light industry will play an important 
part in rapidly building up funds. In our country with a large population 
and a weak economic foundation, the development of light industry is a link 
that must be tightly grasped in correctly handling the relationship between 
the people's livelihood and production and construction. An important 
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feature of the readjustment now being carried out is to exert efforts to 
develop light industry at a greater rate. Within a certain period, the 
development rate of light industry should catch up with or slightly exceed 
that of heavy industry so that the increase of major light industrial prod- 
ucts will be compatible with the increase of purchasing power at home and 
xports will be greatly increased. 


In order to achieve this objective, it is necessary, first of all, to tap 

the production potentials of existing enterprises, increase the output of 
Saleable products, improve the color and design of products, improve the 
quality and vigorously cut down consumption of materials and goods. Fuel 
power and raw and processed materials should be guaranteed ‘or light in- 
dustry in the first place and should be promptly supplied according to a 
rational quota of consumption and in a timely manner. If there are short- 
ages of fuel, we should insure light industrial production even at the ex- 
pense of other trades. Along with this, we should appropriately increase the 
proportion of investments in light industry and enlarge its production capac- 
ity according to plan. The department of heavy industry should make use of 
its surplus production capacity and utilize its leftover materials and stocks 
on hand to produce more manufactured goods for daily use (goods whose tech- 
nological process is about the same and whose variety is exactly what is 
demanded). 


In order to speed up the development of agriculture and light industry, it 
is necessary to increase the financial and material resources used for agri- 
cultural purposes. This would mean relatively decreasing the financial and 
material resources for heavy industry. Yet the aid of heavy industry is 
indispensable to the development of agriculture and light industry. Hence 
the development of heavy industry is necessary. This is a contradiction. 

As far as the development of heavy industry is concerned, three problems 
must be solved to handle this contradiction. 


First, centering on the realistic need of agricultural and light industrial 
development (of course, in addition to the need of national defense and 
other needs), the development orientation and scale of heavy industry must 
be arranged according to the possibility of financial and material resources. 
The inner structure of heavy industry should be adapted to the needs of 
speeding up the development of agriculture and light industry. We should 
gradually increase the proportion of the production department that turns 
out the means of agricultural production which are suited to our national 
conditions and are capable of elevating agricultural production and increase 
the proportion of production serving light industry and the proportion of 
articles for everyday use thai directly satisfy the needs of the people's 
livelihood. 


Second, utmost efforts must be exerted to improve the effects of investments. 
The stress of construction must be laid on tapping the potentials, making 
technical innovations and transforming the existing enterprises. The in- 
troduction of advanced technology from foreign countries should be integrated, 
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as far as possible, with transformation of existing enterprises. We should 
cut down the items under construction, concentrate forces to fight a single 
battle, shorten the construction cycle and cut down building costs in order 
to use the same amount of investments or less to create more and better 
multipurpose production facilities as quickly as possible. 


Third, cutting down consumption, increasing varieties and improving quality 
should be placed in the primary position. The practice of seeking output 
and production value without regard to consumption and quality must be 
thoroughly changed. The development road of low-rate consumption and high 
quality, that is the road of seeking quantity and speed while achieving 
better results and practicing economy must be resolutely followed. By so 
doing, the ability of heavy industry to accumulate funds will be increased 
and the quantity of the means of production consumed by heavy industry and 
the whole society -vill be relatively decreased. This will be more favor- 
able to the coordinated high rate of development of heavy industry and the 
national economy as a whole. 


Heavy industry mainly produces the means of produc*{on. Production of the 
means of production aims at serving the production of consumer goods. Apart 
from this aim, production of the means of production will lose its social 
Significance. In order to produce the means of production, definite means 
of production are needed. As far as heavy industry is concerned, this will 
give rise to a question of relationship between serving agriculture and 
light industry and developing itself. This plus the fact that the con- 
struction cycle of heavy industry is long and the building of its production 
capacity must be arranged several years in advance increase the complexity 
of the problem. If the development target of heavy industry is determined 
apart from the demand for the development of agriculture and light industry 
or is based on economically unrealistic demands, and if this target is 
achieved by lowering the efficiency, increasing the rate of consumption and 
detracting from the quality, then the development of heavy industry will 

not only encroach upon the means of production that should be used for 
purposes of agriculture and light industry but also bring about a vicious 
cycle: greater shortages of heavy-industry products and demands for 
enlarging the scale of construction of heavy industry. This will be 
detrimental to the coordinated development of agriculture, light industry 
and heavy industry. 


From this analysis it will be seen that, as far as agriculture and light 
industry are concerned, the positive demand is to speed up the development 
by every conceivable means. As far as heavy industry is concerned, de- 
spite the fact that the quantity indices for some processing departments 
are under control, higher demand is made on the variety and quality of 
products and a stricker demand is made on the consumption of materials and 
goods, and the task is not lighter but is made more formidable. 


Read justing the relations among agriculture, light industry and heavy in- 
dusty is closely bound up with readjustment of the proportions of consumption 
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and accumulation. Production determines distribution. The proportions of 
agriculture, light industry and heavy industry as the basic proportions of 
social production materially govern the distribution proportions of consump- 
tion and accumulation of the national income. But distribution reacts on 
production. Definite proportions of consumption and accumulation will play 
an important part in changing the subsequent composition of production. If 
the accumulation rate is too high and the scale of construction too great 

it will use the fuel power and raw and processed materials that should be 
used for agriculture and light industry and hinder their development; on the 
other hand, it will increase the quantity of need for the means of production 
and impose too heavy a burden on heavy industry. For this reason, without 
gradually cutting down the excessively high rate of accumulation it will 

be impossible to put the proportionate relations in order among agriculture, 
light industry and heavy industry. However in readjusting the proportions 
of consumption and accumulation, consideration must be given to the objec- 
tive state of the production structures of agriculture, light industry and 
heavy industry. If agriculture and light industry are not developed and if 
more means of consumption are not produced, there will be no necesary ma- 
terials foundation for raising the people's consumer level. Under these cir- 
cumstances, even if consumer funds are increased, the consumer level will 

not be raised. A decrease in accumulation funds will result in overstock- 
ing of products. Instead of facilitating the readjustment of the proportion- 
ate relations, this will cause confusion and losses in economic life. It is 
precisely because of this that readjustment of the proportionate relations 
among agriculture, light industry and heavy industry must be well integrated 
with readjustment of the proportionate relations between consumption and 
accumulation. We must have a strong determination and take steady steps 
before we can achieve good results. 


III 


In addition to doing a good job of readjustment, in readjusting the propor- 
tionate relations we must integrate readjustment with restructuring the eco- 
somic system, rectifying the enterprises and improving the level of manage- 
ment and the scientific and technical levels. The four tasks--readjusting, 
.estructuring, rectifying and improving--promote and permeate one another. 
Taking the situation as a whole, readjustment is the key. In the circum- 
stances in which some important proportions are not balanced, the economy 

is in disorder, enterprise production and supply and marketing cannot be 
well dovetailed, it is difficult to institute a strict system of economic 
responsibility and difficult to give rewards and punishment impartially. 
Thus, it will be difficult to carry out all-round restructuring of the 
economic system. Rectifying enterprises and improving the level of manage- 
ment will suffer from certain limitations. But, conversely, if the economic 
system is not restructured where necessary and possible according to the 
requirements of the objective economic laws and if enterprises are not well 
rectified, it will be impossible to do a good job of readjustment. 
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The primary reason for this is that in order to arrange the proportionate 
relations well it is necessary to bring the enthusiasm of the central depart- 
ments, localities and enterprises into full play under the centralized, uni- 
fied leadership of the center. In the past, a traditional view was held that 
to achieve planned and proportioned development there must be an all-unify- 
ing and all-embracing plan. It appears now that this view is not practical. 
It is actually impossible for the central authorities to concentrate the 
complex, ever-changing economic activities of 29 provinces and municipali- 
ties, more than 2,000 counties and several hundred thousand enterprises 

and to achieve a comprehensive balance and arrange the proportions. If the 
central authorities force themselves to do it, it will be divorced from 
reality. Even though subjectively they want to do things in proportion, 
actually they will not be able to do so. If we really want to do things in 
proportion, a comprehensive balance must be achieved at all levels from the 
center to the localities to the enterprises, and the balance achieved by 
enterprises should be taken as the basis. The reason is that the propor- 
tionate relations, be they national, regional or trade ones, will eventually 
have to link up with enterprise production, supply and marketing. If they 
are not linked up to enterprise production, supply and marketing, the ar- 
ranged proportions cannot be realized. If all levels assume responsibility 
for achieving a comprehensive balance, they must be invested with correspond- 
ing functions and power to coordinate the economic activities. This will 
make it necessary to restructure the present syétem of economic management 
which is overcentralized and to enlarge the rights of localities in general 
and enterprises in particular so that they may rationally and effectively 
organize activities of production and operation under the centralized plans 
of the state and in light of their own conditions. 


Viewed from the concrete tasks of readjustment carried out this time, the 
action of restructuring on readjustment is very obvious. For example, re- 
adjustment envisages the accelerated development of agriculture and light 
industry. Agriculture and light industry are managed mainly by localities. 
In order to enable localities to develop agriculture and light industry in 
a manner suited to local circumstances, it is necessary to enlarge their 
power appropriately. As a further example, the readjustment now being 
carried out envisages the gradual coordination of relations between the 
fuel power department and other departments. This involves a series of 
systems. At present fuels and powers are distributed by the state accord- 
ing to unified plans, which is mainly a practice of “eating from the same 
pot.” When building factories the departments and localities concerned 
seldom give serious consideration to the balance of fuel and power. After 
factories are built, they ask the state for coal and electricity. This 
system lends itself to blind development of the processing industry and 
aggravates the shorage of fuel and power. It must be changed. When short- 
ages of fuel power are felt, power should be supplied selectively to those 
advanced enterprises whose needs must be satisfied as far as possible so 
that they can operate at full capacity. This is an important measure for 
alleviating the shortage of fuel power and making limited fuel power play 
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a greater roie. But, if we want to insure the rational implementation of 
these measures, we must solve the problems existing in the system of in- 
dustrial management and the system of distributing materials and goods. As 
a further example, in order to handle correctly the relations between con- 
struction of new enterprises and the transformation of old ones and shift 
the focal point to tapping the potentials, innovating the techniques and 
transforming the existing enterprises, we must change the present state of 
the enterprises whose rights are so limited that they cannot regenerate 
their equipment and carry out technical transformation according to the re- 
quirements of technial progress. This state of affairs shows that if we 
want to do a good jobof readjustment, we must simultaneously carry out the 
necessary restructuring of those parts of the economic system that must be 
restructured and can be restructured. 





Another reason why readjustment and restructuring must be combined is because 
the proportionate relations between various branches of the national economy 
are closely bound up with the economic effects of production and construc- 
tion. Marx once integrated the economy of labor and time with planned 
distribution of labor and time among various departments, calling it the 
primary law of socialist production. In fact, these two aspects are closely 
bound up with each other. An imbalance of proportionate relations is bound 
to cause great waste. Poor economic effects, that is, expending a great 
quantity of labor without achieving the anticipated results, is bound to 
strain the proportionate relations and even cause an imbalance. At pres- 
ent, fuel power is in short supply. One reason is that the rate of con- 
sumption is high and waste is great. If this problem is not solved and if 
we simply rely on increased production, then even if more fuel power is pro- 
duced it will not be enough to cope with tlis high tate of consumption. 

For further example, in the case of many havy industrial products, the 
variety does not satisfy the need and the quality is inferior. A consider- 
able part of these products is piled up in warehouses after their produc- 
tion, or two pieces are not as good as ove. Furthermore, there are numerous 
links in the process of circulation; thy turnover of goods is slow and many 
things become unsaleable and go to the bottom in the process of circulation. 
All this increases the quantity of ned for the means of production and can- 
not but adversely affect the coord‘nated development of agriculture, light 
industry and heavy industry. As a further example, capital construction 
with its numerous items, long cycle and poor results uses a lot of finan- 
cial and material resources but fails to provide new production capacity. 
This adversely affects the development of production and the rational ar- 
rangement of proportions of consumption and accumulation. Therefore, if 

we want to do a good job of readjustment of the proportionate relations, 

we must exert our utmost efforts to improve the economic effects, cut down 
the high rate of consumption and the high percentage of goods kep in stock, 
and apply the capital investments with good results so that they may produce 
the maximum economic results. In this way, with the financial and material 
resources available to us now we will be able to produce more and better 
products and create more wealth. We will have more room to maneuver and 
greater material strength and achieve quicker and greater results. If we 
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want to achieve this and strive for economic results in all spheres of eco- 
nomic life, we must restructure the prevailing system which lays particular 
stress on administrative means, administrative stratum and administrative 
orders in managing the economy, and we must correctly apply the economic 


laws in organizing and managing the economy. 


In this connection, rectifying the enterprises is likewise of momentous 
Significance. Poor economic results are inseparable from confusion in the 
spheres of production, circulation and distribution. In many respects, the 
problems found in enterprise work have something to do with the defects in 
the prevailing system, but there are many things that can be done better 
even under the prevailing system. For example, we may institute a powerful 
system of production command, strengthen the building of contingents, amplify 
the necessary rules and regulations centering on the system of personal re- 
sponsibility, practice democratic management, do a good job of the founda- 
tion work like fixing the number of staff members, fixing the norms, conm- 
piling statistics, calculating, keeping original records, analyzing economic 
activities, improve the production order, promote environmental! hygiene, and 
so forth. If these things are done well, we may greatly improve the eco- 
nomic and technical indices of enterprise production and operation, improve 
the economic results and tap the potentials of production increases and eco- 
nomy. This is not only of importance to readjustment of the proportionate 
relations but is also a fundamental condition for restructuring the prevail- 
ing system of economic management. For this reason, in the process of re- 
adjusting the economy we must exert great efforts to continue to rectify 

the existing enterprises and extensively vigorously unfold production in- 
creases and economic activities. 


CSO: 4006 
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NATIONAL ECONOMIC POLICY 


PRC JOURNAL ON ALLOWING UNITS TO BECOME WELL-OFF 
Beijing JINGJI YANJIU in Chinese No 7, 20 Jul 79 pp 14-17 
[Article by Zui Mu [0146 3668]: "On ‘Standing Out'"] 


[Text] To permit some rural commune teams and some commune members to be- 
come well-to-do first under the premise of adhering to the socialist road 
is to permit "standing out beyond a regular line” as we used to say. Stand- 
ing out beyond a regular line, which was not permitted by the gang of four, 
is now permitted, encouraged and supported. This marks an important read- 
justment of the party's guiding policy for the rural areas after penetrating 
exposure and criticism of the ultraleftist line of the gang of four. With 
this correct policy determined, people's minds have been set free and their 
mental inhibitions smashed. This policy is exercising a tremendous influence 
over the development of agriculture, the boom of the rural economy and the 
diminution of the distinction between town and country. 


However, some comrades still do not view the question in the same light and 
do not clearly see the dividing line between right and wrong. It is neces- 
sary to bring the question up for discussion. 


1. "To Permit Standing Out" Is a Positive Policy 


Let us see how things stand out with regard to production and distribution 
in our rural areas since the gang of four were smashed. 


Jiangsu's Sujou district is one of the high-yield grain areas. In 1978, 

the net total value of production created by farm workers in the spheres 

of agriculture, side occupations and industry averaged 256.8 yuan per capita 
and the amount of money distributed by the collective to the agricultural 
population was 134 yuan per capita. In the advanced counties of this dis- 
trict, the net value of production created by farm workers averaged 370 

yuan per capita and the amount of money distributed by the collective was 
185 yuan per capita, which were respectively 44 and 38 percent higher than 
the average level for the whole district. In the case of advanced teams, 
the amount of money distributed per capita was more than 260 yuan, or 100 
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percent higher than the average level for the whole district and 500 and 600 
percent higher compared with the low-level production teams. Viewed from the 
Sujou district, the advanced areas in general have developed in an even man- 
ner. The more advanced an area is, the smaller is the difference between 
the high and low economic levels; che more backward an area is, the greater 
is the difference. 


Practice has proven that those production teams whose economic level is 

high have these distinguishing features: proper implementation of party 
policies, a good record of collective production and, in particular, all- 
round development of agriculture, sideline occupations and industry achieved 
by exploiting and utilizing their natural resources in a manner suited to 
local circumstances. Apart from greater labor power, a small family to 
support and a good record of collective production, an important reason why 
a commune member has greater economic income is that he has developed his 
family sideline occupations with success. According to some typical data, 
sideline occupations and net income from private plots generally account for 
about 20 percent of the total income earned by commune members and more than 
30 percent of the total income earned by those commune members who stand out 
beyond a regular line. Production conditions being roughly equal, the pro- 
duction level and distribution levels of some teams or individual members 
are, in most cases, several times higher compared with others. It is thus 
clear that the ones who stand out (the collective and the individual) have 
not only expended more labor but also managed in a scientific way and made 
meticulous arrangements. To permit some teams and members to stand out is 
essentially to bring the enthusiasm of cadres and commune members extensively 
into play and, under the premise of adhering to the socialist road, to de- 
velop agricultural production and improve the living standard of commune 
members as quickly as possible. Therefore, to permit some teams and members 
to stand out is a positive policy. 


2. Permitting One To Stand Out Is One of the Striking Differences Between 
True Socialism and False Socialism 


Permitting or sot permitting some teams and members to stand out gives ex- 
pression to the struggle between true socialism and the false socialist 
doctrine of widespread poverty advocated by the gang of four. The ultraleft- 
ist line pushed by the gang of four advertised an absurd theory that "one 
who is rich will turn revisionist.” Under their influence, some localities 
criticized well-to-do commune teams as "black models of revisionists," cut 
off diversified undertakings and family sideline occupations as "tails" of 
capitalism, and kept denouncing the members who stood out as “upstarts."” 
Some localities even made a rule that the distribution level of commune teams 
must not top a certain model brigade or team just as the house of the common 
people must not be higher than the palace. This set of measures not only 
dampened the socialist enthusiasm of cadres and commune members and under- 
mined our rural economy but also threw people's minds into confusion and 
confused right and wrong in theory. Its pernicious influence has not been 
eliminated even to this day. 











For example, some people, who still have lingering fears, are afraid that 
the policy of permitting some commune teams and members to stand our will 
engender new class polarization. As a matter of fact, this worry is ground- 
less. Our country's rural people's communes place the means of production 
under collective ownership, permit no purchase or sale of the basic means 

of production including land and, without regarding labor power as a commod- 
ity, permit no hiring of laborers. This being so, the ones who stand out 
(the collective and the individual) cannot change their wealth into capital 
to exploit others while the indigent production teams and individuals will 
not lose their basic means of production and will not sell their labor 
power. This determines the socialist character of the reproduction process 
and insures thatclass polarization and exploitation of man by man will not 
be engendered. 


Looking into the matter further, we shall find that both the commune teams 
that stand out and the indigent ones are connected with socialist industry, 
commerce and finance. All of them develop through unified, planned regula- 
tion by socialism and receive aid from the state and various branches of 

the national economy. For this reason, along with development of the na- 
tional economy, there is a tendency toward universal improvement of the con- 
ditions of agricultural production. Take the Sujou district for example. 

Of the 7.135 million mu of cultivated land, the irrigated area comprises 

79 percent of the total farmland area. Both the advanced, the intermediate 
and the less advanced commune teams account for fairly large proportions of 
steady~yield and high-yield land. Distribution of agricultural machinery 

is comparatively balanced. The number of poverty-stricken and indigent 
teams is steadily decreasing. Taking those teams whose members received 

40 yuan or less each per year from collective distribution of income as 
poverty-stricken teams capable of only simple reproduction, the number of 
poverty-stricken teams in Sujou district was 25 in 1977, or only 0.06 per- 
cnet of the total number of production teams. The number was only 8 in 1978. 
The number of production teams whose members received 41 to 60 yuan each 

per year from collective distribution of income was 1,329 or 3.2 percent 

of the total number of teams in 1977 and 105 or 0.25 percent of the total in 
1978. In short, since the gang of four were smashed, the percentage of 
poverty-stricken and indigent teams has been dropping year by vear. Social- 
ist communal ownership of the means of production plus constant improvement 
of the production conditions in collective economy determine that the pro- 
duction and income levels will be universally raised and that there will be 
no class polarization in which the rich becomes richer and the poor poorer. 


As to the higher living standard of commune members who stand out, as long 
as they become rich through collective labor and as long as their family 
sideline occupations have developed without hindering the collectively 
economy, they differ in principle from the small private owners who “become 
rich through production.” Small private owners are also laborers, but once 
they are polarized on the foundation of private property, they will in- 
evitably turn to slight exploitation and gradually become exploiters. 
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Family sideline occupations undertaken by members of people's communes are 
only a supplement to socialist economy. So long as this remains unchanged, 
well-to-do members will have no inexorable connections with exploitation and 
speculation. The reason for this is that their becoming well-to-do is not 
conditioned on the bankruptcy of others. On the contrary, their becoming 
well-to-do serves as an example to stimulate others to work hard. In short, 
the socialist road is the road to becoming well-to-do together. While 
people may become well-to-do in varying degrees, it is merely a question of 
who becomes well-to-do first and who next. Despite the fact that a few 

new exploiters will appear from now on, their appearances and class polari- 
zation are obviously two different things. 


3. The Superprofits Made by Teams That Stand Out Should Be Concretely 
Analyzed 


Agricultural production is very dependent on natural conditions. It is 
noted that some commune teams have particularly favorable natural conditions 
or communication facilities and that their natural resources can easily be 
exploited and utilized and their laborpower potential can easily be brought 
into play. These circumstances are favorable to lowering their production 
cost, developing commune-brigade-team enterpcsises and raising labor produc- 
tivity. With the same labor power these co.mune teams can achieve greater 
economic results or realize greater social value, namely, an amount over 
and above the individual value of commodity. Some commune teams may obtain 
many “advantages” in developing their productive forces. These exceptional 
circumstances have much to do with the ability of some commune teams to stand 
out beyond a regular line. With a view to conscious implementation of the 
policy of permitting some teams to stand out, we must make a penetrating 
analysis of several exceptional circumstances and find out how these teams 
earn their superprofits and whether these superprofits are reasonable. If 
this question is not clearly analyzed, we shall be unable to work out a 
distinctive policy and, once there is disturbance or trouble, we shall in- 
evitably waiver over the question of permitting rural commune teams and 
members to stand out. Below are several circumstances that should be con- 
cretely analyzed. 


The first circumstance: Natural conditions of production are particularly 
favorable to some commune teams. For example, in low-lying paddy fields 
surrounded with dykes along rivers, irrigation facilities (such as gravity 
irrigation) are much better than those in hilly areas. Because of this, 
the labor productivity of farm produce in paddy fields surrounded with dykes 
is much higher and the production costs much lower compared with hilly 
areas. According to Marx, this higher productive force does not come from 
“labor itself" but "from certain greater natural productive forces of labor." 
("Capital,” vol 3, p 766). Some commune teams have a greater natural pro- 
ductive force which enables them to make superprofits. They are able to do 
so because this natural condition is bound up with the ownership of the 
land, which is owned by a part of the commune teams and not by others. 
However, as long as we recognize the right of present-stage owners to act 











on their own, we should recognize the rationality of such superprofits made 
by part of the commune teams. From the communist point of view, it may be 
said that this is an "evil." Our objective is to build developed socialism 
and realize equality of labor and equality of pay in the whole sphere of 
society and then to substitute “to each according tc his need" for “to 

each according to his work" in the communist society. But at the present 
stage of socialism, this is impossible. Those commune teams that have in- 
creased production and more income ought to make more contributions to the 
state; however, if their superprofits are subject to egalitarianism and in- 
discriminate transfer, this would run counter to the policy of permitting 
some teams to stand out. 


The second circumstance: Some commune teams are endowed with natural re- 
sources. For example, in hilly areas some commune teams can quarry stones, 
extract coal and make lime while others can dig for sand. Some commune teams 
own large low-lying lake areas or more cultivated land suitable for develop- 
ing diversified undertakings. Under such circumstances, the labor potential 
of commune teams can easily be brought into play, resistance to the use of 
agricultural machinery can be reduced, and labor productivity can be raised 
faster. Are the high levels of production and distribution, which are at- 
tributable to these factors, reasonable? I think so. The reason for this 
is the same as in the first circumstance and will not be reiterated here. 


The third circumstance: Some commune teams are near cities and towns, lines 
of communication or factory and mining areas. Their diversified undertakings 
are easy to develop. In particular, they can use leftover bits and pieces 

of industrial material from factories or utilize other technical conveniences 
to develop small industries. This will enable them to develop production 
and raise their distribution level at a greater rate. It should be noted 
that development of these commune teams reflects the results of social eco- 
nomic development along with subjective factors. 


For example, in certain areas large water conservancy projects are built by 
the state so that gravity irrigation can be utilized in some lov:alities which 
were not irrigated in the past. Under these circumstances, it would be rea- 
sonable to collect a little more in water fees to aid poverty-stricken 

teams or initiate other undertakings. 


As a further example, when procuring certain farm produce the commercial 
department may, besides paying the prices, grant a transportation allowance 
according to mileage and the distance from lines of communications. This 
will reduce the income difference between those who are near and those who 
are distant. It is a reasonable work method. 


In short, concerning the commune teams who stand out because of the above 
conditions, we should effect a certain policy regulation on economic income 
distribution outside the basic business accounting units (production teams 
or brigades) simultaneously with increasing production and income. 
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4. Draw Several Dividing Lines, Handle Several Relations Properly 


Permitting part of the commune teams to become well-to-do first will involve 
the relations between the collective and the indiviudal and between the col- 
lective bodies. On the basis of the above analysis, I think it is necessary 
to have clear knowledge of the following points in order to insure correct 
implementation of the policy of permitting some commune teams to stand out. 


First, we are speaking of standing out under the premise of adhering to the 
socialist road. We are speaking of increasing production and income by means 
of labor and not by means of exploitation. This is a basic dividing line. 
Those new exploiters, who become rich by expiwiting their special privileges 
and by illegal means of speculation, graft and embezzlement, must be punished 
according to state laws and condemmed by public opinion. Such an instance of 
“standing out" and the “stand out" we mentioned above are two things funda- 
mentally different in character. There are also those who, on hearing that 
they are permitted to stand out, want to draw away from collective labor and 
make a living by using their special skill or their ability to secure per- 
sonal gain. In some localities, it has been discovered that some people 
who have been drafted away from collective production quit farming and go 
into business. They engage in unlicensed business and transport goods over 
long distance to sell. They even carry out disruptive activities of buying 
and selling coupons and certificates and spreading feudal superstitions. 
Like old-time individual laborers, these people are still small private 
owners; moreover, some still show a spontaneous tendency toward capitalism. 
These people who spontaneously leave the collective have no means of produc- 
tion and find themselves moving about waiting for employment. They are 
unsteady and opportunist in character and can easily be made use of by 

new exploiters. For this reason, we should take account of the difference 
in principle between our policy of permitting some teams to stand out and 
the practice of “becoming rich through production" or “becoming rich through 
labor" under conditions of a small peasant economy. We should depend on 
labor, mainly collective labor, to stand out. We should encourage individ- 
ual commune members to stand out under the premise of stabilizing the labor 
power and the rural collective economy. To be sure, viewed from actual 
conditions, unorganized individual laborers will exist for a long time to 
come. We should intensify education for them, actively guide them and take 
appropriate measures to restrict them. We must guard against and rectify 
the backward flow of collective laborers to individual farming. 


Secondly, care should be taken to guide the commune teams that s.and out to 
handle correctly the relations among the state, the collective and the in- 
dividual in their distribution of income. It appears from some typical 
data that some commune teams distributed all their increased , yoome to 
their members last year without increasing their collective . tion. 
Some even distributed the agricultural loans that should have ve :epaid 
along with cash deposits for farm produce. All such instances ar. examples 
of misinterpreting the policy of permitting some commune teams to stand out. 
It is necesaary to strengthen leadership over distribution work, distribute 








income under the premise of correctly handling the debt selations involving 
the collective units and correctly handle the relations between accunula- 
tion and consumption. We must abolish the method of arbitrariiy restrict- 
ing distribution, which was adopted when the four pests were running wild. 
However, as we have analyzed above, the increased production and income 

of some commune teams is due to the results of social development to a con- 
siderable degree. In principle, we should not sweepingly deny the neces- 
sity of appropriately restricting the distribution level of commune teams 
and the labor remuneration paid by commune-team enterprises. Such as a pre- 
cise expression of the superiority of the socialist system. 


Finally, it is necessary to handle correctly the relations between “add 
fiowers to the brocade” and “send charcoal in snowy weather.” 


If leading organs at the county level and above make investments according 
to the economic principle “invest where the profits are good" when aiding 
agriculture and commune-team industry, it will make the well-to-do commune 
teams more well-to-do. The guiding principle observed by the industrial 
and commercial departments-——-supply raw materials to the selected commune- 
team industry--and the policy of paying a better price for better quality 
products are more favorable to the advanced commune teams. This method of 
“adding flowers to the brocade” is advantageous to promoting the develop- 
ment of productive forces and is, consequently, reasonable. We oppose the 
absurd method adoptec by Lin Biao and the gang of four who used administra- 
tive power to mold “advanced” models. However, if teams that stand out 
are able to achieve better economic results of investment in funds and ma- 
terials due to favorable conditions, we should justly and forcefully let 
them do so. We should not only permit some teams to stand out but also 
enthusiastically support them in doing so. 


However, our objective is not merely to make some commune teams and members 
stand out but to strive for common prosperity for the broad masses of people 
in the countryside. To encourage some commune teams and members to become 
well-to-do first is precisely aimed at promoting common prosperity. For 
this reason, we should both “add flowers to the brocade” and “send charcoal 
in snowy weather.” We should strive to do a good job for poverty-stricken 
and indigent teams and promote the widespread rise in the rural economy. 

It should be realized that since the commodity rate of farm produce is low, 
part of the poverty-stricken and indigent teams are still unable to gain 
much benefit from the measures to raise the price of farm produce. For 

this reason, these commune teams should rely on their own efforts and wage 
an arduous struggle to develop their collective economy. In addition, it 

is necessary to help them with diversified economic aid so they can catch 
up quickly. Experience has proven that poverty-stricken and indigent teams 
in general have great potential to increase production and that policies will 
be implemented and the socialist enthusiasm of the broad masses brought in- 
to play if leadership is strengthened. If necessary material aid is given, 
the features of poverty-stricken and indigent teams may be changed with 
quick results. 
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NATIONAL ECONOMIC POLICY 


PRC ECONOMIC JOURNAL FURTHER DISCUSSES ECONOMICS, POLITICS 
Beijing JINGJI YANJIU in Chinese No 7,20 Jul 79 pp 28-36 HK 


[Article by Duan Ruofei [7744 4460 1111] and Dai Cheng [2324 5320]: “Can 
Politics, Under Given Conditions, Determine the Economic System?--A Dis- 
cussion of Comrade Zhao Guoliang’s Conferring With Comrades Lin Zili and 
You Lin"] 


[Text] The relationship between economics and politics is an important 
theoretical problem. It also has important practical significance. The 
clarification of this problem has important significance to the destruction 
of the theoretical system of the gang of four concerning the theory of 

will and authority and to the liquidation of their evil influence. It is 
also significant in guiding our great "New Long March” with Marxist theories 
on the relationship between economics and politics. 


JINGJI YANJIU No 1, 1978 published an article by Comrades Lin Zili and You 
Lin entitled "On the Relationship Between Politics and Economics." (This 
article is a portion of their book entitled: “A Criticism of the ‘Gang of 
Four’s' ‘Criticism’ of ‘The Theory of Putting the Productive Forces Above 
Everything Else’'.") This article discussed the Marxist principle concern- 
ing the interrelationship of economics and politics. It also proved the 
determining effect of economics on politics and the reaction politics had 
on economics. This helps to criticize the fallacies of the gang of four in 
overturning the relation between economics and politics, and their histori- 
cal idealism in advocating economics determined by politics. This is in- 
deed a good piece of work establishing order out of the chaos and eradica- 
ting the evil effects of the gang of four. 


JINGJI YANJiU No 6, 1979 published an article by Comrade Zhao Guoliang en- 
titled: “Politics and Economics Are the Unity of Opposites--Conferring 
With Comrades Lin Zili and You Lin” (hereafter referred to as “Conferring 
With"). It disagreed with the article: "On the Relationship Between 
Politics and Economics." 
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Free discussion on important theoretical probiems motivates us to search 

for truth or at least to understand the truths expounded by our predeces- 
sors. In this article, I wish to discuss the principal question put forward 
in the article “Conferring With." That is, can politics, under given con- 
ditions, determine economics? To put it in another way: Under the premise 
of recognizing the determining the effects of economics on politics, can we 
likewise recognize the determining effects of politics on economics under 
given conditions? 


I 


When we study the article “Conferring With," we cannot help noticing a very 
obvious characteristic. That is: On the one hand, it recognized the deter- 
mining effects of economics on politics in the overall trend of history. 

On the other, it also recognized the determining effects of politics on 
economics under given conditions. Furthermore, it has tried very carefully 
to “integrate” two mutually exclusive propositions. It proposed that under 
the premise of recognizing the first nature of economics (that is, economics 
determines politics), it is possible to say that politics could in turn 
determine economics under given conditions. Using this viewpoint as the 
criterion it criticized the article "On the Relationship Between Politics 
and Economics" for failing to mention the determining effects of politics 
on economics under given conditions. This is the theoretical position of 
the article "Conferring With." 


The main point of the theoretical position of the article “Conferring With" 
is the belief that politics can determine economics under given conditions. 
However, in the definite exposition of this argument, the article has care- 
fully avoided putting the question in the more substantial formulation of 
“politics can determine economics under given conditions.” Rather, it only 
said that “politics can determine economic development under given conditions." 
It must be pointed out that what was referred here as “economic development" 
is just a vague concept. In referring to economic development, did it mean 
the direction of economic development or the speed of economic development? 
Or, did it mean both? It was not at all clear with regard to these ques- 
tions. Furthermore, did what was referred to as "determining economic de- 
velopment" also include “the nature of economics"? By virtue of the meaning 
of the term, “the nature of economics” is not included. But the article 
"“Conferring With" was meant to say that politics can determine economics 
under given conditions (the term “economics” referred here includes the na- 
ture and direction of the development of economics.) This is because the 
article "Conferring With" has put forward the proposition that politics 

and economics are a unity of opposites (instead of politics and “economic 
development) are a unity of opposites.) This proposition was used to prove 
the proposition that politics can determine economics under given condi- 
tions. Here, to replace the general concept of “economics” by the concept 
of “economic development" at will would only confuse the problem rather 

than clarify it. We should guide our discussion around the core of the 
problem instead of deviating from it. In order to do so, we must define 

the problem, according to the original intention of the article “Conferring 
With,” as follows: Can politics determine ecomomics under given conditions? 
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In discussing this point, we must first clarify the following point: Marxism 
believes that matter determines consciousness and not consciousness deter- 
mines matter; and economics determines politics and not politics determines 
economics. In this context, what is the meaning of the term “determine”? 
In the scientific language of Marxism, the meaning of the word “determine” 
in the context of the propositions “matter determines consciousness” and 
“economics determines politics” are strictly defined. It must not be given 
any other meaning at all. Marxist materialism believes that matter deter- 
mines consciousness. This actually means that matter is primary whereas 
consciousness is derived; consciousness is a product of matter. Similarly, 
for the proposition that economics determines politics, it actually means 
that economics is primary whereas politics is derived; economics is the 

end while politics is the means created by economics itself to achieve its 
goals. Therefore the word “determine” is used here as a term denoting the 
relationships between matter and consciousness as well as that between eco- 
nomics and politics. It also denotes the relationship between the primary 
and the derived as well as the relationship between the end and the means. 
(According to classical Marxism, to define the meaning of the term “deter- 
mine” in this way does not mean that it cannot be used in any other sense 
under other situations. In classical Marxism, the term “determine” is used 
in other senses when talking about other problems. In this case, the mean- 
ing of the term "determine" is different from that used in the propositions 
of matter determines consciousness and economics determines politics. In 
everyday language, people often say that “everything is ready, and all we 
need is the easterly wind.” Here, the coming of the east wind denotes some- 
thing which “determines.” It is permissible to use the word “determine” in 
this way. However, when we are studying the science of Marxism, the above 
usage should not be confused with the meaning of the term “determine” when 
it is used in Marxism to denote the relationships between matter and con- 
sciousness, and between economics and politics.) 


In this definite sense, Marxism believe that politics does not determine 
economics; on the contrary, economics determines politics. This is similar 
to “it is not the consciousness of men that determines their being; but, on 
the contrary, their social being that determines their consciousness." 
("Preface to ‘The Critique of Political Economy'," "Selected Works of Marx 
and Engels,” vol 2, p 82). This Marxist principle cannot be altered at 

any time or under any situation. Neither should it be turned upside down. 
Otherwise, it will be contrary to historical materialism and become histori- 
cal idealism. “Historical materialism uses the material conditions of 
economic life at a given historical period to explain all historical changes 
and concepts, and all politics, philosophy and religion." ("On the Housing 
Problem,” “Selected Works of Marx and Engels," vol 2, p 537) 


If the “general situation" is understood as the totality of the long pro- 
cess of history which contains the relationship between economics and poli- 
tics; then, to propose another so-called “special situation” or "given 
conditions” will only lead one into preposterous logical contradictions. 

If the “general situation” is understood as the majority of situations or 





the greater majority of situations, then “special situation" or “under 
given situations” can be understood as the minority or particular situation 
or particular periods of time. 


The present problem is, when we say "under given conditions,” what are the 
conditions in this context? The article "Conferring With" expressed the 

view that “Under given conditions and at given times, mostly at the turn 

of a revolution when the social economic system undergoes fundamental changes.” 


The history of human society develops through the alternation of quantitative 
and qualitative changes. After the long process of quantitative change, a 
social economic system will reach a certain crucial link and will undergo 
qualitative change--social revolution. It will be replaced by a new social 
economic system of a higher level. After that, this new and higher social 
economic system will go through the same process from quantitative change to 
qualitative change. In this way, it will repeat itself over and over again 
and develop spirally ahead. If we accept that in the overall process of 
history economics determines politics, then we must logically accept that 
when the social economic system undergoes qualitative change, economics also 
determines politics. Furthermore, the decisive role of economics will be 
more outstanding and distinct. At the same time, the reaction of politics 
will be equally outstanding and distinct. However, this is still determined 
by economics and is a manifestation of the decisive role of economics. This 
very much conforms to reality. When the social economic system is under- 
going qualitative change, first, the demand for revolutionary change is 
proposed by economics; second, the social force for the realization of 
revolutionary change is nurtured by economics; third, the direction of re- 
volutionary change (to be transformed into what kind of new social forma- 
tion) is also defined by economics. 


The article “Conferring With” used the proletariat revolution as an example 
to illustrate that at the time of social revolution, politics can determine 
economics. This example had already been analyzed in the article by com- 
rades Lin Zili and You Lin. Their article had concretely demonstrated how 
economics determined politics at the time of social revolution. However, 
the article “Conferring With" did not refute this analysis directly. On 
the contrary, it used another kid of analysis to prove its arguments. Its 
analysis is as folows: 


“The proletarian revolution is »aturally a result of the movement of contra- 
dictions between the relations of production and the productive forces of 

a capitalist society. In the final analysis, it is determined by the de- 
velopment of productive forces. The development of productive forces not 
only determines the old relations of production destined to be changed but 
has also created the material prerequisites for such changes, thus digging 
the grave of capitalism. In short, economics is of the first nature and 

is the primary and ultimate determining force. However, in addition to the 
movement of contradictions between the productive forces and the relations 
of production, there coexists another basic social movement of contradictions 
which interacts with it. That is, the movement of contradiction between 











the superstructure and the economic base. From this we see that even though 
the capitalist relations of production have become a fetter to the further 
development of the productive forces and the death knell of capitalism has 
been sounded, the capitalist relations of production have not and will not 
leave the stage of history by themselves. The demand for the liberation 

of the productive forces has not yet been satisfied. Why? What is the 
reason for the continued existence of the capitalist relations of production 
(although they have received their "death sentence," they still continue 

to exist)? Is the element of the first nature, the development of the pro- 
ductive forces, not yet mature enough to call for a higher economic form? 
Obviously, this is mot the case. The fact is that the superstructure of 
capitalism, that is, the continued existence of the state and the army which 
try their best to defend their economic foundation, use reactionary violence 
to suppress the proletarian class. Under such historical preconditions, the 
use of revolutionary violence to smash the old state machinery, seize poli- 
tical power and establish the political regime of the proletariat has become 
the determining force for accelerating the death of the capitalist relations 
of production and fer the emergence of the socialist relations of production. 
Revolution by violence is the general principle of proletarian revolutions. 
Instead of rejecting the determining effects of politics, the primacy of 
economics here even demands them. At such a juncture of the revolution, 
politics has in turn manifested its principal and decisive role. This 

does not deny the primacy of economics; on the contrary, it has transformed 
the inevitability of the economic movement into a reality.” 


This is the analysis in full used by the article "Conferring With" on the 
example of the proletarian revolution. 


Now let us analyze this analysis. Let us put aside the other problems in 
this piece of analysis and concentrate our discussion on the arguments 
directly connected with the main theme. 


The main theme of the above analysis in the article "Conferring With" is 
roughly like this: Reactionary violence "determines the continued exist- 
ence of the capitalist relations of production (although they have received 
their ‘death sentence’ they still continue to exist"; revolutionary violence 
has become the determining force accelerating the death of the capitalist 
relations of production and for the emergence of the socialist relations 

of production.” 


First, using reactionary viclence to explain the continued existence of 
capitalism is just harping on the same string of the theory of violence. 

In criticizing the theory of violence, Engels pointed out: “The mere fact 
that the ruled and exploited have at all times been far more numerous than 
the rulers and exploiters, and that therefore the real force has reposed in 
the hands of the former, is enough te demonstrate the absurdity of the whole 
force theory. ("Anti-Duhring,” "Selected Works of Marx and Engels,” vol 3, 
pp 217-218) Such absurdity is also manifested in the article “Conferring 
With" which said that violence determined the continued existence of 
capitalism; and when it said that violence determined the death of 
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capitalism. In this case, it has fallen into the logical contradiction of 
“directing one's spear against one's own shield." 


Second, to assert categorically that revolutionary violeace is “the deter- 
mining force for accelerating the emergence of the socialist relations of 
production,” is contrary to the Marxist thinking concerning violence. That 
is, violence is the midwife of the old society which nurtures the new so- 
ciety. It is the instrument by which the social movement asserts itself and 
destroys the ossified and dying political form. Marxism attaches great 
importance to the revolutionary role of violence in accelerating the emer- 
gence of new society. However, it never regarded violence as “a determining 
force." The determining force contributing to the emergence of new society 
can only be the new productive forces. Violence is the midwife, not the 
lying-in woman. It can accelerate the progress of social change but it 

can never create a new social formation. 


Then, in the proletarian revolution, that is, the revolution which replaces 
capitalism by socialism, how can the determining role of economics manifest 
itself in a more outstanding and distinct way? First, the great advances 
of the economy created highly socialized productive forces. This changes 
the capitalist relations of production from the mode which promotes the 
development of the productive forces to the fetter which obstructs such 
development. The development of highly socialized productive forces demands 
the shattering of the constraints of the socialist system in conformity to 
it. Second, due to the great advances of the economy and the creation of 
highly socialized productive forces, the industrial proletarian class is 
created. This turns into the union and organization of the proletariat 

and subsequently becomes the great social force which buries capitalism and 
establishes socialism. Third, due to the great advances of the economy and 
the creation of highly socialized productive forces, it determines that 
after the destruction of capitalism, what replaces it must be socialism and 
cannot be any other social system. 


From this it can be seen that, the examples of the proletarian socialist 
revolution fully explain that economics determines politics and not vice 
versa. Furthermore, the determining role of economics during the time of 
social revolution is manifested in an even more outstanding and distinct 
way. It is quite clear that without the proletariat class we cannot talk 
about the proletarian revolution and the proletarian dictatorship. The 
proletariat class itself is the product of economic development. Then, 

is it not very obvious that political phenomenon such as the proletarian 
revolution and proletarian dictatorship are all rooted in economics, that 
is, determined by economics? 


In short, for the transformation from old social formation to new social 
formation and from capitalism to socialism, the determining force is not 
politicsor violence. Rather, it is the inevitability of economic movement. 
Lenin rightly pointed out: "Marx deduces the inevitability of the trans- 
formation of capitalist society into socialist society wholly and exclusively 








from the economic law of motion of contemporary society." (“Karl Marx," 
"Selected Works of Lenin,” vol 2 p 599) The inevitability of economic 
movement is always exerting itself ruthlessly and withouc exception. Social 
development is a natural historic process. 


II 


To prove the argument that politics can determine economics under given con- 
ditions, the article "Conferring With" has quoted a paragraph by Engels as 
the basis of its argument. "The reaction of state power upon economic develop- 
ment can be of three kinds: It can run in the same direction, during which 
time development is more rapid; it can oppose the line of development, in 
which case nowadays it will go to pieces in the long run in every great 
people; or it can prevent economic development from proceeding along certain 
lines, and prescribe other lines. This case ultimately reduces itself to 
one of the two previous points. But it is obvious that in cases two and 
three the political power can do great damage to the economic development 
and cause a great squandering of energy and material." ("Engels to C. 
Schmidt, October 27, 1890," "Selected Works of Marx and Engels," vol 4, 

p 483) What does this paragraph by Engels prove? If one tries to under- 
stand this paragraph according to its original meaning, one will find out 
that it does not prove, in any sense, the argument put forward by the 
article "Conferring With." That is, it does not prove the argument that 
politics can determine economics. On the contrary, it only proves the 
argument that politics has its reaction on economics. Engels put this very 
clearly. What he was trying to expound were the various possible kinds of 
reactions that state power can have upon economic development. He pointed 
out that politics “can prevent economic development from proceeding along 
certain lines, and prescribe other lines." It is obvious that he was talk- 
ing about the “obstructing” or "promoting effects that politics can have on 
economics; that is, reaction. He was not talking about determining effect. 
One should not confuse reaction with determining effects. 


To prove the argument that politics can determine economics under given 
conditions, the article "“Conferring With” has especially quoted a passage 
from Comrade Mao Zedong's article "On Contradiction.” This passage deals 
with the mutual transformation of the opposite sides of a contradiction such 
as that between the productive forces and the relations of production. 

This passage has been used repeatedly by people who hold similar views and 
pursue similar goals with the article “Conferring With." They have used it 
as the strongest support and foundation for their argument. Here, we can- 
not undertake a full scale study of this passage. We can only inquire 

into areas directly related to the problem under discussion. The basic 
viewpoint of that passage is: “True, the productive forces, practice and 
the economic base generally play the principal and decisive role." "But 

it must also be admittedthat in certain conditions, such aspects as the 
relations of production, theory and the superstructure in turn manifest 
themselves in the principal and decisive role." But we must call to atten- 
tion the point that after Comrade Mao put forward this basic viewpoint and 





gave a concrete exposition, he immediately pointed out: “Are we going 
against materialism when we say this? No. The reason is that while we 
recognize that in the general development of history the material deter- 
mines the mental and social being determines social consciousness, we also-- 
and indeed must--recognize the reaction of the mental on material things, of 
social consciousness on social being and of the superstructure on the eco- 
nomic base." ("On Contradiction," “Selected Works of Mao Zedong," vol 1, 

pp 300-301) If we try to look at the above passage as a whole, we cannot 
help noticing that what was referred to as “generally play the principal and 
decisive role" actually meant the kind of decisive role in the same manner 
as the material has on the mental “in the general development of history." 
Furthermore, what was referred to as “in certain conditions will in turn 
manifest themselves in the principal and decisive role" actually meant that 
kind of reaction in the strictly defined sense. Although it can be termed 
“decisive reaction," it after all is just a kind of "reaction." Therefore, 
although the passage in "On Contradiction" mentions "the principal and deci- 
sive role" twice, they are in principle different in meaning if not just 
taken literally. So they must not be confused. The former is talking 

about the decisive role in the original sense while the latter refers to a 
kind of reaction. The relationship between decisive role and reaction is 
not a matter of quantitative difference but one of qualitative difference. 
Fundamentally, they are two qualitatively different things. 


Thus, it can be seen that the arguments which use the above passage from 
"On Contradiction" as the support and foundation to prove that politics can 
determine economics under given conditions do not hold water. 


Comrade Mao Zedong's viewpoint on the relationship between economics and 
politics has been classically stated in his great writing "On New Democracy”: 
Economics is the foundation while politics is the concentrated expression of 
economics. He pointed out that this is the basic Marxist viewpoint on the 
relationship between economics and politics. ("On New Democracy," "Selected 
Works of Mao Zedong," vol 2, p 624) Undoubtedly, this is also Comrade Mao 
Zedong's basic viewpoint. It has clearly pointed out that economics is fund- 
amental nd primary whereas politics is just the expression of economics. 
Although »»litics is the "concentrated expression" of economics, it after 

all is still the expression of economics. This is not and cannot be re- 
versed. That is to say, politics is not primary. It is just something de- 
rived from economics. When we are studying Comrade Mao Zedong's viewpoint 

on the relationship between economics and politics, we must thoroughly 

adhere to the "basic Marxist viewpoint" concerning this problem as pointed out 
by Comrade Mao Zedong. 
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In the long process of history, no matter whether it is the long process of 
quantitative change of the social formation or the qualitative change of 
the social formation--the time of social revolution--politics is always 
determined by economics. There is no exception or can there be any. This 














is manifested by history itself and is expounded in the classic writings 

of Marxism. Then are we denying the reaction that politics has on economics? 
Have we fallen into mechanical materialism? This is exactly the criticism 
that the article “Conferring With" has with the article “On the Relation- 
ship Between Politics and Economics,” although the latter has fully affirmed 
and adequately discussed the reaction that politics has on economics. What 
is this all about? 


In actual facts, the Marxist position concerning the relationship between 
economics and politics is that while affirming the decisive effect that 
economics has on politics, it also affirms the reaction politics has on 
economics. Furthermore, it has attached great importance to this kind cof 
reaction. This is implied within the proposition itself. In the proposi- 
tion that economics determines politics, it contains the implication of 

the reaction that politics has on economics. This problem has been superbly 
expounded in the book: "A Criticism of the ‘Gang of four's’ Criticism of 
"The Theory of Putting the Productive Forces Above Everything Else'" by 
comrades Lin Zili and You Lin. Let us just quote a paragraph to illustrate 
what we are discussing. “Originally, the reaction that one thing has on 
another is premised on the decisive role of the latter. Without the deci- 
Sive role, there can be no reaction. If one denies the decisive role then 
is basically denying the readtion.” As long as we think dialectically we 
can easily see that between economics and politics "there is interaction 

on the basis of economic necessity which ultimately always asserts itself." 
("Letter: Engels to W. Borgius in Breslau, London, January 24, 1894," 
"Selected Works of Marx and Engels," vol 4 p 506) 


There is a saying that it is mechanical materialism for one to insist on 
the decisive role of economics over politics at any stage of the long pro- 
cess of history and to deny the decisive role that politics in turn has 
over economics at the time of social revolution. Such a saying certainly 
does not hold water. The history of philosophy reveals to us that the so- 
called mechanical (In the German and English languages, the term “mechanical” 
can be translated as “mechanics") materialism is the materialism which 
simply uses the scales of mechanics to measure the chemical and organic 
processes." (“Ludwig Fuerbach and the End of German Classical Philosophy,” 
"Selected Works of Marx and Engels," vol 4, p 224) The classical form 

of this kind of materialism is the i8th century French materialism. It is 
one form of the old materialisms which predated the Marxist materialism. 

As with other forms of old materialism, it is outside the bounds of history 
as a form of materialism. When it enters into the sphere of history, it 
can no longer be materialism. This kind of materialism is divorced from 
history altogehter. ("The German Ideology,” "Collected Works of Marx and 
Engels," vol 3, p 51) In the sphere of history, mechanical materialism is 
100 percent idealism. How can we say that it recognizes the decisive role 
of ecorncmics over politics and just deny the reaction politics has on 
economics? There is no such kind of mechanical materialism. There is 

the ssying that it is “mechanical materialism" to hold the viewpoint that 
in the long process of history, economics determines politics at all times 
without any exceptions. (Let us for the time being put aside the 











unscientific nature of this theory. This presumably refers to the undia- 
lectical handling of the relationship between economics and politics. Un- 
fortunately, this saying itself is lacking in dialectics. Such a position 
fails to recognize that while Marxism affirms the decisive effect economics 
has on politics, it also affirms the reaction politics has on economics. It 
is only through absolutely insisting on the decisive role of economics 

over politics that we can really insist on the reaction politics has on 
economics. Therefore such a position mentioned above fails to understand 
the interaction between economics and politics upon the foundation of 
economics determines politics. (It is not determining each other). 


The article "“Conferring With" expresses the view that if one denies the de- 
cisive role of politics over economics under given conditions, one will be 
“underestimating” the reaction of politics. To put it ‘» another way, as 
long as one recognizes the decisive role of politics | economics under 
given conditions, one will not be underestimating the ««action of politics. 
We have to ask: Why is it still considered underestimating the reaction of 
politics when one has fully accepted the reaction politics has on economics 
and believes that under given conditions its reaction will express itself 
more outstandinigly and distinctly? Why is it a correct estimation of the 
reaction of politics only when one accepts that politics can determine eco- 
nomics under given conditions? What kind of logic is this to accuse one of 
underestimating or denying the reaction of politics? To put it bluntly, 
this kind of accusation contains the implication that reaction is confused 
with decisive role. That is to say, one is considered underestimating or 
denying the “reaction” of politics if one does not accept the decisive role 
of politics over economics under given conditions. It must be pointed out 
that, under certain conditions, the role of politics is especially outstand- 
ing. However, no matter how outstanding and illustrious it is, it is still 
something derived from economics and not primary. It is still the means 

by which economics realizes its own goals. Therefore, under any condition, 
the action that politics has on economics can only be that of reaction. There 
cannot be any decisive role for politics. Furthermore, the reaction of poli~- 
tics can only exert itself within the limits ascribed by economics. The 
degree of effectiveness of the reaction is also determined by economics. 

For instance, upon the economic level of feudal society no matter how great 
the effect of the reaction of politics, no genuine socialist society can 

be turned out by such “reaction.” 


It is contrary to Marxist materialism to regard the reaction that politics 
has on economics as a decisive role. Logically speaking, this is, of course, 
a confusion of concepts. However, this is not simply a confusion of con- 
cepts. Within the complications of such confusion, something with a deep 
historical root is reflected. it is in fact the political superstition 
which has long since dominated the minds of people. This kind of supersti- 
tion has put politics’ in the position of a god which creates miracles. 

It can create (determine) everything. 














Man creates history. However, in the long periods of history, man fails 

to understand the history created by himself. Histor, likes to play hide- 
and-seek with men. It creates many false images before men and hides the 
truth from them. Originally, the real link of history is the fact that 
economics determines politics. However, what appears before the eyes of 
men is the false image of politics determining economics. As Engels has 
pointed out: “Economics, politics and other reflections are just like those 
in the human eye; they pass through a condensing lense and therefore appear 
upside down, standing on their heads. Only the nervous system which would 
put them on their feet again for presentation to us is lacking." ("Engels 
to C. Schmidt in Berlin, London October 27, 1890," “Selected Works of Marx 
and Engels,” vol 4 p 480) The actual relationship between economics and 
politics has been reflected in men's conceptions in this upside down man- 
ner. Once politics is formed in *conomics, its independent and illustrious 
appearance and its overriding p: ><. ige over society have combined to give 
men illusion. It seems as though politics is the master of economics and 
the god of history. Such a false image of history hoodwinked men permanent- 
ly. “The idea that the political actions of leaders and states are deci- 
sive in history is as old as written history itself." ("Anti-Duhring,” 
“Selected Works of Marx and Engels," vol 3 p 199) Political superstition 
has sunk deep into the minds of people for several thousand years. If we 
try to look at problems historically, it is not difficult to find the 
historic links between the illusion of regarding the reaction of politics 
as the decisive role and the tradition of several thousand years of poli- 
tical superstition. 


As the development of history came to the contemporary stage, the capital- 
ist economy matured. With such development, the actual relationship be- 
tween economics and politics reveals itself more clearly in history. It 
has provided the possibility for men to understand such a relationship. At 
the same time, the development of the capitalist economy also created the 
subject to understand this actual relationship--the industrial proletariat. 
Through the scientific research of the teachers of the proletariat--Marx 

and Engelse--the great force hidden inside the deep of historical movement 
which actually dominates it--the motive force of economics--has at long last 
been found. The riddle of history has finally been uncovered. The false 
image of turning the relationship of economics and politics upside down 
before the eyes of men has finally been corrected by the science of Marxism. 
The science of Marxism has clarified history and the false images of history 
created by political superstition. We should never again use political super- 
stition to explain history. We should never confuse the reaction of 
politics with the decisive role. Neither should we regard such reaction 

as something which dominates economics or as the god in command of history. 


IV 


The article “Conferring With" has criticized the idealist fallacy of the 
gang of four that politics determines economics. However, it pute forward 
the view that the error of the gang of four concerning the relationship 











between economics and politics was that they misrepresented something which 
is relative and exists only under given conditions as something which is 
unconditional and absolute. That is to say, the gang of four misrepresented 
the law that politics determines economics under given conditions as the 

law that politics determines economics under all conditions. In other 
words, the gang of four misrepresented a law which is only suitable for 
given historical periods (In the article “Conferring With,” this usually 
refers to the time of revolutionary changes) as a law which is suitable 

for the whole historical process. That means they misrepresented something 
relative as absolute. 


If examined from a thoroughly materialist position, this is a criticism of 
idealism by dualism and the tendency to make compromises. Although the 
article “Conferring With" criticized the gang of four in many strong words, 
in actual fact it has not yet the vital issue of the idealist theoretical 
system of the gang of four. 


First, this kind of criticism, no matter what the subjective intention was, 
in actual facts implies that under given conditions--in given times and 
given spheres, that is at the time of the revolutionary changes--politics 
determines economics. This naturally is suspected of advocating that eco- 
nomics and politics take turns in playing the decisive role. From the 
thoroughly materialist viewpoint, to say that politics can determine eco- 
nomics under given conditions is still an idealist proposition. Any ideal- 
ism cannot hold its ground for even a second. 


Second, the article "Conferring With" expresses the view that another error 
of the gang of four was in laying emphasis that politics determines economics 
without adding the premise of economics determines politics. The article 
said that the gang of four did not confine this kind of “determine” with 

the sphere of revolutionary change. In reality, it makes no difference 
whether this premise is added or not. From the thoroughly materialist view- 
point, the two propositions of economics determines politics and politics 
determines economics are mutually exclusive. They cannot be “integrated” 

at any time or within any sphere. This is similar to the fact that material- 
ism and idealism cannot be “integrated” at any time or within any sphere. 


Third, if we accept “politics can determine economics under given conditions” 
as “something relative," then, “having one claw caught in the next," we 
might not be able to escape the destiny of “being tied up altogether.” 

Lenin pointed out: "In objective dialectics the difference between the 
relative and the absolute is itself relative. For objective dialectics 

there is an absolute within the relative. For subjectivism and sophistry 

the relative is only relative and excludes the absolute.” ("On the Question 
of Dialectics,” “Selected Works of Lenin,” vol 2, p 712) Between the parti- 
cular propositions within the idealist theoretical system of the gang of 
four, there is no absolute limit beyond which one cannot go. If we accept 
the proposition that “politics can determine economics under given conditions 
(at the time of revolutionary change) as correct, then according to the 








theory fabricated by the advisers of the gang of four that the whole his- 
torical stage of socialism is the “time of revolutionary change” from capit- 
alism to compunism (the higher stage of communis’), one can logically de- 
duce that “in the whole historical stage of socialism, the relations of 
production and the superstructure have always played the decisive role over 
the productive forces and the economics base.” Similarly, one can also 
logically deduce that “Politics determines the nature and direction of de- 
velopment of economics, business and technology.” This is exactly the poli- 
tical determinis= of the gang of four. 


We must not think that these idealist conclusions of the gang of four are 
just particular errors in the manner of proposition or theoretical errors as 
a result of inadequate thinking. No. This is the concentrated expression 
of the theory upholding authority and will within the theoretical system of 
the gang of four concerning the relationship between economics and politics. 
It is an important part of the theoretical foundation stone for their left 
opportunist line. At the same time, it is also a precise theoretical summary 
of their left opportunist practice. For many years, they had created a new 
superstition in the state amid their clamoring of “politics determines eco- 
nomics, politics determines everything, politics is everything, and there is 
no other goal.” They tried their best to restore the proletarian dictator- 
ship, which has already transcended the original sense of the word, into 
what it was before the coming of the proletarian dictatorship. They tried 

to restore the state into something overriding the whole of society. They 
tried unceasingly to bring into reality their political movement for con- 
plete dictatorship by putting their authority and will above everything. As 

a result, they pushed our economy, politics and culture to the verge of 
collapse. They also pushed our party and state to the verge of destruction. 
Marx said: The Paris Communist “is the political form finally discovered 
under which to work out the economic emancipation of labor.” If we do not 
have this condition the commune system will be just a set up. The great- 
est set up of all is the politics of this band of ghosts of feudal autocracy-- 
the gang of four--which divorced themselves from economics, went against 

it and sought to destroyit. This is the reality of what the gang of four 
called politics determines eco mics, or politics under given conditions-- 
in the historic stage of socialism, determines economics. However, the 
historical truth after all is still economics determines politics. This 

band of ghosts of feudal autocracy--the gang of four--were once rampant. 

Yet, it was just the momentary recovery of feudal autocracy in China before 
its final destruction. It was just a very transient moment in the long pro- 
cess of human history. In the face of objective economic laws, economics has 
determined the collapse and destruction of the landlord-bourgeois politics 
of the gang of four. At the same time, it has also determined the bank- 
ruptcy of their political determinisa. 


Economics determines politics, it can never be otherwise. This is the ma- 
terialist proposition of Marxism. Through this discussion, we can see that 
before thorough materialism, the proposition that politics can determine 
politics under given conditions will not hold water. Similar to the 
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provosition that politics determines economics, it is an idealist proposi- 
tion-—-it is a variant of the idealist proposition that politics determines 
economics. it is a form of covered up idealism. On the one hand, it ac- 
cepts the materialist proposition that economics determines politics; on 

the other it affirms the idealist proposition that politics can determine 
economics under given conditions. Thiswill inevitably lead to the dualist 
position. It also tried to “integrate” these two mutually exclusive proposi- 
tion arbitrarily into one piece and put forward the proposition that poli- 
tics can determine economics under given condition under the premise of 
economics determines politics. This will inevitably lead one to the fate 


of making compronises. 


On the relationship between economics and politics, as in the case of that 
between matter and consciousness, “If it is not thorough materialism, it 
can only be the lies and muddled viewpoints of philosophic idealiss.” 
("Materialism and Empiro-criticies,” “Collected Works of Lenin,” vol 14, 

p 357) We must insist on thorough materialism in both theory and practice. 
We must also openly clarify the muddled viewpoic’< of the hidden idealisn. 











NATIONAL ECONOMIC POLICY 


HUNAN PAPER COMMENTS ON FALLING INDUSTRIAL OUTPUT 
Changsha Hunan Provincial Service in Mandarin 2315 GMT 11 Aug 79 HK 


[Text] The 12 August Hunan RIBAO frontpages a reporter's commentary on the 
situation in the province's industrial production since the beginning of 
July. The commentary points out: Having overfulfilled over half the year's 
plan in half the year, industrial proauction in Hunan has actually declined 
since the beginning of July. This has not been caused by shortage of power 
ot coal. What is the reason for it then? 


According to analysis by the provincial economics committee and the departments 
concerned, the most important reason is that complacency and slackness have 
emerged everywhere, and work has been relaxed. This is a serious ideological 
obstacle to the current movement of increasing production and practicing econ- 
omy. Hence, all places must absorb this lesson, oppose arrogance and destroy 
complacency, go all out and strive to win victory in the effort to make pro- 
duction in the second half of the year exceed that of the first half. 
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NATIONAL ECONOMIC POLICY 


‘RENMIN RIBAO'COMMENTATOR'S ARTICLE ON HIGHER PRODUCT QUALITY 
Beijing RENMIN RIBAO in Chinese 2 Sep 79 pp 1-3 HK 


[RENMIN RIBAO commentator's article: "Make Greater Efforts To Improve Product 
Quality”) 


[Text] An enterprise's product quality is a general reflection of the work 

it does. Among other things, it involves technology, management and the inter- 
nal and external conditions in which the enterprise operates. With regard to 
the improvement of our product quality, the question that we currently need to 
solve first is still that of our understanding of product quality. 


In the past year or more, many localities and departments have put an end to 

the decline in product quality. The quality of the majority of our industrial 
products has been improved, and some products have even basically reached or 
surpassed the highest historical level of quality and some have even surpassed 
advanced international levels. However, it should be pointed out that we have 
not seen an even development in this respect. Due to the interference and sabo- 
tage of Lin Biao and the “gang of four" over a long time and due to shortcomings 
and mistakes in our work, the situation of low product quality has not been 
fully corrected. According to production statistics for the first half of this 
ye r, 33 percent of all the major industrial products from our country's key 
enterprises have not reached the highest historical level of quality. The qua- 
li.y of a number of products is still below the mark; very often lots of pro- 
ducts have to be remade, industrial accidents occur frequently; and there is 

a high degree of waste. All this constitutes a serious problem for our current 
industrial and transportation fronts. Thus, strenuous efforts are needed to 
change such a situation. 


The quality of our products is an extremely important matter. In many indus- 

t -ially developed countries, product quality is the lifeline of economic develop-~ 
ment. Many of our comrades engaged in economic work have yet to deepen their 
understanding of this. For a fairly long period, there have been quite a few 
muddled and erroneous ideas in people's minds concerning the relations between 
quality and quantity. Many of our comrades in the economic field are devoid of 
the materialist attitude of seeking truth from facts. As we know, there can 

be no quantity without quality. One high-quality product is far better than 
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100 rejects or substandard ones. Over the years, we have suffered enough from 
the bad quality of the products we have made. We should not let things go on 
like this. As far as quantity is concerned, we have brought about increases 
in industrial production every year. Speaking in terms of quality, however, 
we have failed to make remarkable improvements. The issue of product quality 
has been stressed many times since last year; however, our comrades have not 
taken measures strong enough to tackle it, nor have significant results been 
achieved. This situation calls for continued efforts in our battle to imple- 
ment the principle of putting quality first on the entire industrial front. 
This will be an excellent way of unfolding the “quality month” activities. 


The improvement of product quality forms an important aspect in our efforts to 
readjust our national economy. It has been the case for many years that we have 
failed to turn out products needed by the state and the market while unwanted 
ones *.ave been blindly produced. The quality of some of our products is very 
low; their specifications do not conform with the requirements of their users 
and there is a good deal of overstocking. All this has led to an acute 
shortage of fuels, power and raw materials. In carrying out the readjustment 
of our national economy, it is imperative to pay attention to overcoming all 
these problems. If the quality of the products is improved, one product will 
be as good as several. This is equal to producing more products with the same 
amount of raw material. it also helps alleviate the shortage of fuels, power 
and raw materials, too. 


There is a close relationship between the improvement of product quality and 

the movement to increase production and practice economy. Some comrades are 
worried that improving product quality means increasing consumption. It is 

true that improving quality sometimes necessitates an increase in the consump- 
tion of materiais. ‘iowever, on the whole, improving quality can mean reducing 
consumption as evidenced by many facts. Under the present situation where fuels, 
power and raw materials are in short supply, greater economic resuits will be 
obtained if we can increase the number of products that are up to the mark. 

We must increase production and practice economy by improving quality. There 
are remarkable potentials in this respect. 


The first half of this year has witnessed a relatively smaller industrial 
growth rate. We must improve this in the latter half of the year so our 
national plan for 1979 can be fulfilled. Time is pressing and our tasks are 
tremendous. Under such circumstances, the mentality of “the quality targets 
being something changeable but the quantity targets being something that must 
be met" will easily rear its head. It is of course important to fulfill pro- 
duction tasks, but we must insure that more and faster economic results are 
achieved together with better and more economic ones, and that product quality 
is always well maintained. We must guard against and rectify the tendency of 
pursuing quantity at the expense of quality and the tendency of stressing more 
and faster economic results while neglecting the importance of achieving 
better and nwre economic results at the same time. 


To improve product quality, it is imperative to do a solid job in building a 
firm foundation and readjusting and strengthening the management of our enter- 
prises. Some of our enterprises do not have a firm foundation and others do 
not enjoy a high technological level. Comrades in charge of management in 
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such enterprises have failed to do a meticulous job, and there are no rigid 
rules or regulations. All this has been one important reason why the quality 
of some of our products has been so unsteady. In the final analysis, the 
condition of enterprise management is reflected in terms of product quality. 
in this sense, we can say that our efforts in promoting enterprise management 
should be centered on the work of quality control, and that we should adhere 
to the principle of putting quality first in coordinating all aspects of enter- 
prise management. We must modestly learn from the advanced experiences of 
foreign countries while being good at summing up our own experiences. We 
must cultivate the attitude of "all for the users." Just as practice is the 
sole criterion for testing truth, it is reasonable to say that whether our 
products can satisfy the consumers is the sole criterion for testing our 
products. Every enterprise must conduct its production according to the needs 
of the state and the consu@ers. We must bring about a new situation where 
factories conduct their production according to the needs of the state and 
the consumers instead of making the consumers accept whatever the factories 
have to offer as we do at present. We must see the quality of our products 
as the very life of our enterprises. Some of our enterprises have never made 
any progress; they have been turning out nothing but inferior products for 
the past 20 to 30 years running. This amounts to deceiving the state and 

the people. It can even be regarded as a crime. We must shout at such enter- 
prises. You will be cast aside if you do not mend your ways. We must empha- 
size the importance of “putting prevention first." We must shift the focus of 
our quality inspection work and, instead of “carrying out inspection after 
defective goods have occurred,” we must step up "quality inspection to pre- 
vent the production of defective goods." We must establish a whole scienti- 
fic system to guarantee quality and find the key to high quality by improving 
our inspection and management work. 


There are difficulties and problems ahead concerning the improvement of the 
quality of our products. Leading cadres at all levels on the industrial and 
transport fronts must thoroughly carry out investigations and conscientiously 
help iron out problems that are beyond comrades at the grassroots levels. 


The various departments in charge of production as well as our planning, 
f.mance, pricing, goods and materials supply and labor departments must 
respectively map out plans to encourage enterprises to raise product quality 
and increase variety so that the work of improving product quality is linked 
with the interests of the enterprises and the individual. We can introduce 
methods like fixing higher prices for high-quality products, supplying raw 
saterials on a selective basis, issuing awards and enforcing punishment. De- 
partments concerned at the provincial, municipal or autonomous regional levels 
must also adopt certain measures and try them out so the enthusiasm of the 
enterprises to improve quality and increase variety can be brought into full 
play. In short, to implement the principle of putting quality first, we must 
dovetail the superstructure with the needs of the enterprises and help them in 
their efforts to improve product quality. We must bring about the fundamental 
transform ition of all rules and regulations that hinder our efforts to improve 
product quality. 














As part of this year's “quality month” activities, the state is going to issue 
gold and silwer medals for some best-quality products. This will be the highest 
honor conferred on enterprises and individuals that make such products. We 

must bring about a social atmosphere in which “manufacturing high-quality 
products is regarded as glorious while turning out low-quality ones is regarded 
as shameful.” Products made by advanced groups or individuals like the Ha Heng- 
chang and Hao Jianxiu groups and the individual Mao Xinxian are dependable to 
the state and the people because such groups and individuals have always 
insisted om the principle of putting quality first. Consistent efforts must 

be made to mobilize and organize all our staff workers to do the same. An 
enterprise that fails to put quality first cannot be regarded as a socialist 
enterprise; people who fail to do so, will be regarded as not having measured 

up to the title of masters of our country. 


Whether the speed of our industrial growth and the revenues to be turned over 
to the state by the enterprises can meet the targets this year largely depends 
on the improvement of product quality and the reduction of consumption. We 
must put an end to such stupid practices as solely pursuing quantity and pro- 
duct value in complete disregard for product quality and market needs. We 
must conscientiously implement the principle of readjusting, restructuring, 
consolidating and improving the national economy, combine the improvement of 
product quality with the movement to increase production and practice economy 
and make vigorous efforts to increase the production of high-quality products 
that are welcome by the masses, urgently needed in our socialist construction 
and sell well on the market. We must guarantee the fulfillment of state plans 
on the premise of improving product quality and reducing consumption. This 
should become themain task for our “quality month” activities as well as the 
principle to uphold for a long period to come. Let us get further mobilized 
and try our best to improve the quality of our products to celebrate the 30th 
anniversary of the founding of our republic. 


CSO: 4006 

















GENERAL ECONOMIC INFORMATION 


*"RENMIN RIBAO' ON INDUSTRIAL MODERNIZATION IN JAPAN 
Beijing RENMIN RIBAO in Chinese 6 Sep 79 p 6 HK 


[Article by Lin Hong [2651 3163]: "In the Vanguard of Industrial Moderniza- 
tion--Some Observations on the Rapid Development of the National Economy in 
Japan" ] 


[Excerpts] In response to an invitation from YOMIURI SHIMBUN, the RENMIN 
RIBAO delegation paid a friendly visit to Japan from 16 to 31 July. We were 
warmly received by the Japanese hosts and everywhere experienced the warm 
friendship expressed by the Japanese people toward the Chinese people. In 
succession we visited such places as Tokyo, Kyoto, Osaka, Nara, Kobe and 
Sendai. On 27 July, Prime Minister Ohira gave a reception to the delegation 
and had a friendly talk with us. Although it was a short visit, the impres- 
sion we received was profound. 


A Capitalist Country of High Industrial Development 


The first impression during our visit was that Japan is a modern capitalist 
country of high industrial development. One of the comrades in our delegation 
grew up in Japan and attended a university there before returning to the mother- 
land in 1953. According to him, the level of industrial development in Japan 
at that time was basically the same as ours. Many Japanese friends also told 
us that after the war Japan was almost in complete ruin. However, some 30 
years later, a cluster of modern cities unfolded before our eyes. From our 
express train on the 850 kilometer trip from Tokyo to Osaka, we noticed that 
the towns and rural areas have already basically joined together. It is almost 
impossible to tell where the towns end and the rural areas begin. According 
to statistics, the Japanese gross national product increased 4.8-fold from 
1955 to 1976 which works out to an average increase of 8.7 percent a year. 
Industrial production increased by 8.4 fold or an average increase of 11.3 
percent a year, national income increased 6.4-fold or an average of about 10 
percent a year. The actual income of workers increased 2.1-fold or an average 
of 5.6 percent a year. In the early 1960's, Japan's industrial output already 
ranked fifth in the world. By 1973, it had already leaped to third place. By 
1978, the average gross national product per capita was approaching that of 
the United States. 














The changes which have taken place in Japan in the 30 some years since the war 
are remarkable, and the people's working and living conditions have greatly 
improved. Naturally, exploitation, oppression and other rotten and seamy pheno- 
mena also exist since Japan is a capitalist country. Because of the capitalist 
economic crisis, economic growth since 1973 has slowed down, unemployment is 
increasing and many social problems are appearing. In our conversations, our 
Japanese friends made no secret that many factors of instability exist in 

their society. They expressed that they are also unaccustomed to the sight of 
some of these phenomena. 


Subjective Factors of Rapid Economic Development 


Japan is an island country with limited land and natural resources. Most of the 
raw and building materials and fuel for the development of industrial production 
must be imported. Japan must rely on foreign markets for the sale of its goods. 
Why did the Japanese economy develop so rapidly after the war? This is the 
question we are most concerned about. 


Subjectively, there were definitely many favorable conditions that enabled the 
Japanese economy to develop rapidly for a relatively long time after the war. 
For example, its industry was comparatively developed before the war; it had 

a rather strong technical force; its national defense expenditures were very 
low; it received powerful support in capital and technology from the United 
States; and it had extensively introduced advanced science and technology from 
abroad. In particular, it made a fortune from the two wars of aggression 
against Korea and Vietnam started by the United States and obtained enormous 
amounts of cheap raw materials and fuel from abroad. These factors no doubt 
are important and realistic. However, external causes can only be brought into 
play through internal causes. What efforts then have they actually made which 
enabled their economy to quickly develop and move to the forefront of the 
world? This is a very complicated question which requires thorough investiga- 
tion and study. Here is only what we have seen and heard. We will briefly 
discuss how they learned and applied advanced world science and technology 

aud what are the salient features of their enterprise management. From this, 
we may also see the kind of spirit inherent in the Japanese people. 


In the middle of the 1950's, Japan became aware that because of the increasing 
development of science and technology, a so-called “consumer revolution" had 
appeared in the capitalist world. In other words, automobiles and such house- 
hold commodities as refrigerators, washing machines, transistor radios and 
-elevisions had become more and more popular. In the garment sector, all manner 
»f synthetic fibers gradually replaced the position occupied by cotton and woolen 
‘oods. These products not only enjoyed good sales and high profits in markets 
at home and abroad, but this “revolution" also effectively pushed forward 
Japan's great development of modern industry. After certain developments had 
been made in such basic industries as electricpower and steel, the Japanese 
enterprises devoted considerable energy to the development of such new indus- 
trial departments as electronics, electrical appliances, automobiles, petro- 
chemicals and synthetic fibers, and very quickly enabled the products of these 
departments to reach advanced world levels in both quantity and quality. 
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Regardless of whether they were developing basic or new industries, they always 
actively and boldly introduced advanced technology from abroad. According 

to statistics, from 1950 to 1975, they selectively introduced an enormous 
amount of western technology and installations from scores of countries includ- 
ing the United States. In just 15 years, they assimilated and popularized 
almost all the scientific and technological achievements which took various 
countries of the world half a century to develop. What merits attention is 
that in the process of assimilating and applying these things, they did not 
merely copy but carried out improvements and inventions on the basis of fully 
digesting what they had learned. Many enterprises have not only universally 
developed activities to make rational proposals, but have also set up their 
own scientific research departments and retained a large number of scientific 
research people to concentrate on improving product and service quality and 
creating new products. 


Science and technology must be managed and run by people. Without the ener- 
getic development of education and the training of large numbers of qualified 
people, modernization of the national economy will be impossible. Since the 
Meiji reform, Japan has been attaching great importance to the development of 
education. After the war, Japan attached even greater importance to the develop- 
ment of education, for the sake of quickly developing industry and agricul- 
ture. It should be said the subjective effort they made in this iirection 
was very great and the development successful. Junior middle school education 
became universal in 1948 and senior middle school education in 1976. When 
realizing the modernization of industry in the 1960's, about 7 million senior 
middle school graduates who received special and technical training joined 
various economic departments as workers, becoming the main source of the labor 
force in society. The development of college education has been even faster. 
In 1950, there were 200 regular 4-year colleges with 220,000 students. In 
1973, this number had increased to 405 with 1.5 million students. To increase 
vocational education, Japan has also developed 2-year junior colleges in a 
big way. Apart from these, various enterprises in Japan have also employed 
different methods to provide extensive vocational training for their workers, 
technicians and administrative staff. Several large steel companies have 
joined in to run a steel college, paying tuition and board for their workers 
who are given 2 years leavewith pay to attend. 


There Must Be A Scientific Enterprise Management System 


In the rapid development of its economy, Japan has established a set of 
scientific management regulations. The constant perfecting and systematiza- 
tion of enterprise management have in turn promoted the rapid development of 

the enterprises. Our Japanese friends informed us that they also have had 
lessons in this direction. In the 1950's when Japan began to introduce advanced 
technology and equipment from the United States, it also introduced some advanced 
management techniques. However, the question of management did not receive 

the importance it deserved from the whole industry. Most of the enterprises 
still followed the old methods of “spiritual control" or "management by 
exhortation" used before the war. Consequently, product quality, labor pro- 
ductivity and production costs all fell far behind those of the United States, 
even though they had advanced technology and equipment. Later they summed up 
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this experience and, in conjuction with native traditions, created a management 
system for training workers, testing cadres, inspecting quality and investi- 
gating and studying science and technology, centering on improving product 

and service qualities. A unique feature of this management system is that they 
have looked upon attaching importance to the human factor and giving play to 
the enthusiasm and initiative of the workers as the guiding thought in the 
proper running of enterprises. 
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HONG KONG PAPER COMMENTS ON CHINA'S WAYS TO REPAY DEBTS 
Hong Kong TA KUNG PAO in Chinese 17 Sep 79 p 2 HK 


["Political Talk" column by Shih Chun-yu: "“'Burning Oil is Burning Foreign 
Exchange...‘ ] 


[Text] Asking for Loans From Foreign Countries 


Chinese Vice Premier Gu Mu has concluded his visit to Japan and returned to 
China. During his visit, he successfully fulfilled his most important task of 
holding talks with the Tokyo authorities on $5.5 billion worth of government 
loans. Prior to the visit, Japanese nongovernmental organizations had already 
decided to offer $2 billion worth of loans to China. 


During his visit to China, United States Vice President Mondale announced a 
decision on offering $2 billion worth of loans to Chima over the following 5 
years. 


China has also asked for loans from other countries. 


Of course, these huge loans which amount to billions of dollars are all to be 
used for realizing the four modernizations. 


Money Borrowed From Others Must Be Repaid 


Money borrowed from others must be repaid. The new China never owed a foreign 
debt in the past, something which is detrimental to developing China's econ- 
omic construction. It also shows that we were not accustomed to living by bor- 
rowing. Now we have borrowed a lot of money. In what ways can we repay the 
debts? 


Doing so primarily depends on developing foreign trade and increasing exports. 
Repaying the debts also depends on developing tourism, increasing foreign 
exchange income and other things. 


It will not be easy to earn foreign exchange from tourism. We are short of 
personnel who have an intimate knowledge of tourism, and our material facilities 
for tourism have yet to be improved. We first have to go through a4 process of 
development before earning a huge amount of foreign exchange from tourism. 
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Exporting agricultural and light industrial products and handicrafts can cer- 
tainly increase our foreign exchange income. Therefore these exports should be 
increased. Viewing the situation as a whole, we can say that if we only rely 
on these exports to repay our debts, we will find ourselves in a very difficult 
position. 


Repaying the Debts Primarily Depends on Oil 


Since China has borrowed so much money and will borrow more from now on, in 
what ways can China repay its debts? The answer is that China has to primar- 
ily depend on exporting its oil to repay its debts. 


China's oil output in 1978 reached over 100 million tons and its oil output 
this year will be still higher. 


China has not only quickly increased its oil output but is also actively pros- 
pecting for new oil fields, not counting inland oil field exploitation. Nine 
offshore regions are currently collecting data and investigating their oil 
deposite with the help of American, Japanese, Dutch and French petroleum com- 
panies. Of the nine offshore regions, one is in the Gulf of Bohai, two are in 
the Yellow Sea, three are in the South China Sea and the other three are in 
close vicinity to Hainan Island. Oil has already been exploited in one of the 
three regions which are close to Hainan Island. 


The energy crisis has affected many places in the world and oil prices have 
shot up. Im Asia, the oil price has increased by over 50 percent as compared 
with the beginning of this year, thus aggravating inflation. However, these 
things have not happened in China, largely because of the above-mentioned 
healthy development of oil production. 


Use Oil Sparingly 
In addition to increasing output, we must also practice economy. 


With regard to the rational use of oil, China has gone through a process of 
deepening its understanding. China had first put undue emphasis on learning 
from the fuel structures of some advanced industrialized countries, thinking 
that having a high proportion of oil consumption meant being advanced. As a 
‘esult, some enterprises which originally used coal as their fuel were turned 
nto enterprises using oil as their fuel. From 1966 to 1977, China's oil con- 
-umption increased over 16 times. In addition to fuel oil consumption, China 
has been forced to burn over 10 million tons of crude oil in recent years. 
The spectrum of oil consumption has also not been rational: necessary and 
rational oil consumption for production and technology only accounts for 35 
percent of the total volume of oil consumption while oil irrationally used 
for fueling boilers accounts for 65 percent. 














Therefore Beijing has loudly appealed to the public to modify oil-burning 
boilers into coal-burning ones, reducing oil consumption and using oil 
sparingly. A RENMIN RIBAO commentator’s article very vividly noted: “Burning 
oil means burning foreign exchange and ruining the speed of modernization.” 


Working Along Both Lines 


We must increase oil output in a big way and actively use oil sparingly. 
Working along the two lines, we must increase the export of oil and exchange 
our oil for foreign exchange to insure a smooth development of China's 
modernization. The whole nation from the leadership to the masses are actively 
making great efforts to achieve these goals. This is a vivid example of how 
China relies on its own strength and makes use of foreign forces. 


Those who are afraid that China is incapable of repaying its debts may now feel 
at ease. 











DOMESTIC TRADE 


STATE MONOPOLY IMPEDES INDUSTRY DEVELOPMENT IN XINJIANC 
Beijing XINHUA Domestic Service in Chinese 0248 GMT 9 Aug 79 QW 


[Research work by XINHUA Correspondent Zhang Huanxu: “The State Monopoly 
on the Purchases and Distribution of Finished Products Is Not in the Interests 
of Local Industry”] 


[Excerpts] Urumqi, 9 Aug--In the second half of 1978 a small “economic crisis” 
caused by a surplus of industrial products swept across Xinjiang. At that 

time nearly 110 million Yuan worth of surplus commodities, including electric 
light bulbs, plastic shoes, turbans, locks, washtubs, and woolen textiles 
overflowed the local markets. Commercial stores were forced to sell them at 
reduced prices. Statistics show that in 1978 the disposal of surplus commo- 
dities at reduced prices caused the commercial departments in Xinjiang to 
suffer a loss of 10 million yuan. 


Was that really an “economic crisis?" A comrade familiar with the economic 
situation in Xinjiang has said: it was the result of the state monopoly of 
purchases and distribution of finished industrial products rather than an 
economic crisis. But why had the state monopoly of the purchases and distri- 
bution of finished industrial products caused such an “economic crisis”? 

An answer to this question can be found from an analysis of the following facts: 


1. The state monopoly of purchases and distribution of finished industrial 
products led the industrial departments to engage in production without paying 
any attention to the real needs of the market and to neglect the need for 
coordination between producers and marketing agents. For example, a lack of 
coordination between a turban producer and his marketing agent in Xinjiang 
resulted in a surplus of 400,000 turbans annually for the past few years. 


2. The state monopoly of purchases and distribution of finished industrial 
products is a system which provides no incentives to the industrial enterprises 
to progress. A comrade specializing in economic affairs has said: “The state 
monopoly of purchases and distribution of finished industrial products has 
deprived the market of any semblance of competition, which is usually regarded 
as 4 major factor in driving an industrial enterprise to advance in production.” 
Certainly, there is truth to this statement. for example, to deliberately 

















avoic competition and to promote local products, the commercial departments 
in Kinjiang tried to suppress the import of sulticolored washtubs from other 
parte of China, a product which has proven more popular with the local 
consumer than the white vashtubs produced in Kinjiang. 


3. The state monopoly caused the circulation of commodities to slow down £0 


much that not enough goods were available to meet the growing needs of the 
market in good time. 


4. Although the state monopoly provides industry with easy access to the mar- 
ket, many enterprises under state protection have tried to sell everything 
they produce without paying any attention to its quality and cost of produc- 
tion or whether it was welcomed by the consumer. 


Practical experience shows that the monopolization practiced by the commercial 
departments is a factor which impedes the development of local industry. 

Although this method once played a positive role in developing local industry. 
The excessive protection given it has discouraged it from displaying a compe- 
titive spirit or an ability to compete with others. Under such circumstances, 


it can neither survive any test of a changing situation on the market nor 
viably grow. 


Recently the commercial departments in Xinjiang began to change this method 

of monopolization by giving the individual purchasers freedom of choice in 
ordering products from factories. The ties between industry and commerce 
have been strengthened after they were allowed to do business on a contract 
basis. The problem caused by the lack of coordination has been resolved since 
the industrial producers are now being given direct access to the market. 

















HONC KONG PAPER REPORTS PLANS FOR JOINT VENTURES IN PRC 
Hong Kong TA KUNG PAO in Chinese 31 Aug 79 p 1 HK 


[TA KUNG PAO reports: "Rong Yiren Expounds Problems Concerning Joint Ventures 
Using Chinese and Foreign investment--China International Trust and Invest- 
ment Corporation To Set Up Branch in Hong Kong”) 


[Excerpts] From our own reports: Vice Chairman of the CPPCC and 

general manager of the China International Trust and Investment Corpora- 
tion (CITIC) Rong Yiren, yesterday met with a group of reporters in Hong 
Kong and answered a series of questions about joint ventures using Chinese 
and foreign investment. 


Rong Yiren said that to strengthen Chir-"+ -ontacts with investors, CITIC will 
set up an organization in Hong Kong. ‘ae of the aims of his recent trip here 
has been to make a study about it so sat a decision on this could be made 
after his return to China. 


Guangdong To Set Up Investment Corporation 


Rong noted that in order to solve the numerous problems concerning joint 
ventures, it was imperative to enact laws such as 4 tax law, company lav, 
patent law and labor law and he revealed that such work had been under way 

by departments concerned in China. However, he cited a foreign lawyer as 
saying: “Even if there are 1,000 provisions in the law on the subject, you 
might still have a 100lst question to ask." Rong Yiren said, therefore, tht 
it was necessary to iron out concrete problems through concrete consultatio..c. 
He did not think that the joint ventures would be held up until all the rele- 
vant laws were promulgated. He pointed out that the prerequisite to joint 
ventures was “mutual trust and understanding.” 


In his opinion, income tax was only related to the amount of profit made and 
cost accounting had nothing to do with it. However, he continued, joint ven- 


tures were profitable and they could get going before the promulgation of the 
tax law. 

















Rong went on to say that there was still room for discussion on the provision 
in the Law on joint ventures which stipulates that a joint venture equipped 
with up-to-date technology by world standards may apply for a reduction of or 
exemption from income tax for the first 2 or 3 profit making years. 


He also revealed that the Guandong provincial authorities were considering the 
establishment of its trust and investment corporation to deal with foreign 
investment in the province. 


The following is a gist of his interview with the reporters. The order of 
the questions and answers have been reorganized. 


[Reporter] Will you please talk about your views on China's domestic situation 
in relation to investment? 


[Rong Yiren] I think the political and economic situation at home is excellent: 
the situation of stability and unity is continuing to develop. The future of 
such a situation depends on the economic foundation. Along with the develop- 
ment of the economic foundation, the political and economic situation will 
improve still further. By that time, we will enjoy a still higher degree of 
stability and unity, and achieve greater and more rapid progress. 


Proportions of Con. ;ibition by Foreign Participants are Negotiable 


[Question] The law on joint ventures has stated the minimum proportion of 
the contribution to the registered capital of a joint venture by the foreign. 
participant. Why is it that there is no mention of the Marxism limit? 


[Answer] No maximum limit stated in the law means that no such limit is being 
imposed. The maximum proportion may reach 100 percent; it depends on the 
individual requirements. If the foreign participant's contribution to the 
capital of a joint venture reaches 100 percent, the venture becomes a 100 
percent foreign-owned enterprise. These concrete problems may be discussed 

in a concrete manner and it is most likely that a law on foreign investment 
will be enacted in the future. 


[Question] Why are such big proportions allowed? 


[Answer] The proportion of the contribution of a party to a joint venture 
concerns the distribution of profits and has nothing to do with national 
sovereignty. The reason is that the law on joint ventures was drafted ac- ° 
ording to the laws of our country while the activities of the joint ventures 
re governed by our laws, decrces and pertinent rules and regulations. This 
s of primary importance. 


Our main objective is to promote cooperation between foreign investors and us 
and to quicken the pace of the four modernizations. We will agree to 100 
percent investment, but that depends on what role such investment will play. 
We are paying a higher price but in return we can get the four modernizations 
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goiny, quicker. We rely mainly on our own efforts but we do not exclude foreign 
aid, because foreign aid helps us implement the principle of self-reliance more 
effectively. 


Proportions of Contribution and Shareholders’ Say 


[Question] Will the different proportions of contributions by the participants 
to a joint venture affect their say on the ventures’ affairs? 


[Answer] This is true in capitalist countries but things will differ in joint 
ventures in China. In enterprises abroad, it is generally the case that the 
worlds of a bigger shareholder carry more weight and of course there is the 
right to vote. However, we are not going to do it that way. Whenever major 
problems crop up, we prefer to solve them through consultations. This will 
play a protective role for both parties in a venture and protect the interests 
of the smaller participant. 


A foreigner told me that there is a prerequisite to joint ventures and that is 
“mutual trust and understanding." Yes, that's right. With such a prerequisite, 
it will be easy to set about doing things. 


The Board Chairman Must Be Chinese 
[Question] How about the management of joint ventures? 


[Answer] The general manager of a joint venture may be a foreigner or Chinese. 

if a foreigner takes up this post, we can benefit by earnestly and sincerely 
learning something from him. It is stipulated in the law that the chairman 

of the board of directors must be Chinese. This is appropriate by all standards 
because China is the host country in which the joint ventures will be established. 
At the same time, there will also be one or two vice chairmen on the board of 
directers of a joint venture and foreigners can assume this post. Some people 
are worried that this will mean that they will be in a passive position. Such 
worries are totally unnecessary: We are sincere and aboveboard. 


Normal Profit Will Be Protected 


[Question] Some investors believe that it is difficult to calculate opera- 
tion costs and begin to invest before the profit tax rate is clarified. What 
is your comment on this? 


[Answer] I don't think it is impossible to start up joint ventures until the 
tax law is promulgated. Both parties to a joint venture share the common view 
that both foreign investors and we must make profit. We do not start up the 
ventures to lose money. Income tax will be calculated according to the gross 
profit made. Only when there is profit can there be income tax. Therefore, 
income tax is not part of the costs; it has no bearing on the costs. Income 
tax is related to profit only. We have taken all this into account. In short, 
Staggering profit is impossible but normal profit is certain; joint ventures 
will be profitable. We don't expect anyone to join undertakings that promise 
no profit. 
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[Question] According to the law on joint ventures, a joint venture may apply 
for « reduction of or exemption from income tax for the first 2 or 3 profit 
making years. Is there still room for discussion on this? 


[Answer] Yes. 
[Question] Do you mean it can be a period of 2 or 3 years or even more time? 
[Answer] Yes, it will depend on the concrete situation of each case. 


[Question] Vice Premier Gu Mu recently spoke of supplementary regulations for 
the law on investment. Could you shed any light on their content? 


[Answer] I imagine that something will be publicized concerning problems 
about which investors should know. 


[Question] What do you think are the other legal codes to be publicized? 


|Answer] The matter of joint ventures involves a lot of practical problems. 
Some laws, such as tax law, company law, patent law and labor law, need be 
promulgated. These are currently being prepared by departments concerned. 
Will these laws offer answers to all problems? That is impossible. A foreign 
friend who is a lawyer put it very well: "Even if there are 1000 provisions 
in the law on the subject, you might still have a 100lst question to ask." 
That is why we say concrete problems had better be tackled through concrete 
consultations. 


[Question] How about the problem of land? 


[Answer] There are two ways of solving this problem: First, to lease a site; 
second, to treat the site as part of the contribution by evaluating the use of 
the site needed in monetary terms. 


[Ouestion] How will such evaluations be carried out? 


[Answer] It all depends on the practical situation and this may differ in 
different localities. 


[Question] Will you please say something about the scope of business of your 
corporation? 


[Answer] The China International Trust and Investment Corporation is a busi- 
ess concern specializing in investment matters. Joint ventures naturally 
‘all within its scope and we also deal with 100 percent investment. The dif- 
ferent localities in China will handle enterprises in the compensatory trade 
category, of a short-term nature involving relatively smaller amounts of in- 
vestment. Our corporation will handle matters concerning compensatory trade 
enterprises of a long-term nature involving larger investments. Other items 
include trusteeship. For example, we act as trustees for overseas Chinese 
and compatriots from Taiwan, Hong Kong and Macao who need assistance about 
where to invest their money. 
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[Queetion] In the past there were overseas Chinese investment companies in 
Guangdong and Fujian provinces. If new trust and investmeat corporations are 


set up iu these provinces, what will the relations be like between your corpora- 
tion and theirs? 


[Answer] We know that Guangdong is considering the setting up of an investment 
and trust corporation and we have been informed of this. We are currently 
studying this. 


Investment in Light Industries and Mineral Exploration Are Welcome 
[Question] What businesses in China are now open to investment? 


[Answer] All trades are open to investment. Judging from the present situa- 
tion, investments in textiles and other light industries can bring quick 
results. Some people have also noticed the rich natural resources in China 
and are greatly interested in exploring our underground minerals. Personally 
I also hope for the full utilization of our resources. 


We are taking an active attitude toward joint ventures and we welcome invest- 
ments from abroad. 


[Question] How can the investors get in touch with you? 
[Answer] They cancontact us directly, or come to China for consultations. 


In order to strengthen our contacts with investors, our corporation is going 
to open a branch here in Hong Kong and help solve some practical problems. 
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FOREIGN TRADE 


SHANGHAI ISSUES WARNING ON IMPORTED EQUIPMENT INSPECTION 
Shanghai City Service in Mandarin 1130.CMT 10 Aug 79 OW 


[Excerpts] According to the Shanghai People's Procuratorate, some units in 
Shanghai have not carried out the state council's regulations calling for 
strict inspection of imported goods. This has caused the state to suffer 
economic losses. 


The state council has repeatedly stressed the necessity of inspecting imported 
goods. Some units in Shanghai have conscientiously acted upon the instructions 
of the state council. According to the No 1 supply station of the Shanghai 
metal products company, the station was paid $360,000 in compensation by a 
foreign exporter because a shipment of metal products was short of the weight 
agreed upon in the contract. It was able to discover the shortage because it 
strictly inspected all imported goods. Some units, however, have used 
imported goods without checking on their weight. For instance, a chemical 
works imported a chemical product in November 1977. The Shanghai municipal 
products inspection bureau urged the works several times to check on its 
imported goods, but the works ignored the advice. Later, when the chemical 
product was reweighed, it was 14 dun short, and the works lost more than 
$5,740. 


A factory imported more than 200,900 dun of steel piles from September 1978 

to April 1979. About 53 percent of these piles were not inspected to determine 
their quality. The rest were also not checked according to the agreement in 
the contract. The Shanghai municipal products inspection bureau recently 
inspected some of the steel piles and discovered that some failed to meet 
quality standards. 


The Shanghai Municipal People's Procuratorate pointed out that the state 
council's regulations on inspecting imported goods were an important measure 
for safeguarding state sovereignty and economic interests. However, some 
departments and government personnel have not enforced the regulations. This 
behavior must be changed. From now on, if similar situations are discovered, 
especially situations which cause the state to suffer heavy losses, the 
People's Procuratorate will prosecute those units responsible for such situa- 
tions according to law. 
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FOREIS 4 TRADE 


BRIEFS 


TIANJIN EXPORT PLANS--Tianjin foreign trade departments overfulfilled the 
export plans for the first half of the year by 6.5 percent, marking a 40.3 
percent increase over the corresponding period last year, and increased the 
volume of commodities procured for export by 31.9 percent compared to last 
year. [Tianjin City Service in Mandarin 2330 GMT 5 Jul 79) 


SHANDONG PROVINCE'S EXPORTS--During the first half of this year, Shandong 
Province fulfilled 52.9 percent of the total annual quota for procurement 

of commodities to be exported, or 27.5 percent more than the corresponding 
period last year. The export quota for this year was fulfilled by 59.6 
percent, and this was 62.5 percent more than the exports for last year's cor- 
responding period. According to incomplete statistics, some 40 additional 
varieties of products have been exported this year as a result of efforts 


to promote foreign trade. [Jinan Shandong Provincial Service in Mandarin 
2300 GMT 11 Jul 79 sk] 
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TRANSPORTATION 


BRIEFS 


BELJING-CHENGDE FLIGHT--Beijing, 7 Aug--To meet the development of tourism in 
our country, a new flight between Beijing and Chengde, an ancient city in 
northern Hebei, will be officially inaugurated on 8 August by the Beijing 
Bureau of the Civil Aviation Administration of China. Several unscheduled 
flights will be operated between Beijing and Chengde every week. This 250-km 
air route connecting Beijing and the well-known summer resort Chengde will 
cut traveling time from 7 hours by train to only half an hour by air. [Beijing 
XINHUA Domestic Service in Chinese 1159 GMT 7 Aug 79 OW] 
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